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This prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale and therein 
only by persons permitted to sell such securities. No securities commission or similar authority in Canada has in any way passed upon the merits 
of the securities offered hereunder and any representation to the contrary is an offence. 


New Issue 


West fraser limber Ca.Ltd. 


$41,000,000 


2,000,000 Common Shares 


There is currently no market for the Common Shares of the Company. The price of the shares offered hereby 
was determined by negotiation between the Company and the Underwriters. The issue price to the public per 
Common Share exceeds the net tangible book value per Common Share at December 31, 1985 by $9.91 (48.3%) after 
giving effect to this offering. See ‘‘Dilution’’. 

The Toronto and Vancouver stock exchanges have conditionally approved the listing of the Common Shares, 
subject to the Company fulfilling the requirements of these exchanges on or before July 21, 1986, including 
distribution of the Common Shares to a minimum number of public holders. 

In the opinion of counsel, the Common Shares will be eligible for investment under certain statutes as set forth 
under “‘Eligibility for Investment’’. 


Price: $20.50 per share 


Gross proceeds Net proceeds 
Price to to the Underwriters’ to the 
public Company fee Company (1) 
Pe tas kc mrs arey as 2 lng <x 2k $20.50 $20.50 $1.1275 $19.3725 
Moe ey ee eee $41,000,000 $41,000,000 $2,255,000 $38,745,000 


(1) Before deducting estimated expenses of issue of $275,000 which, together with the Underwriters’ fee, will be paid from the general funds of 
the Company. 

We, as principals, conditionally offer these Common Shares subject to prior sale, if, as and when issued by the 
Company and accepted by us in accordance with the conditions contained in the Underwriting Agreement referred to 
under ‘‘Plan of Distribution’’ and subject to the approval of certain legal matters on behalf of the Company by 
Lawrence & Shaw, Vancouver, and on our behalf by Ladner Downs, Vancouver. 

Subscriptions will be received subject to rejection or allotment in whole or in part, and the right is reserved to 
close the subscription books at any time without notice. It is expected that definitive share certificates will be 
available for delivery at closing on or about May 7, 1986. 
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PROSPECTUS SUMMARY 


The Offering 


Offering ............. $41,000,000 (2,000,000 Common Shares) 
PLiCO woe ees eee. OU Persbare 
Delivery Date ......... On or about May 7, 1986 


Use of Proceeds ....... The net proceeds from the offering will be used to reduce long-term bank 
indebtedness. 


The Company 

West Fraser is an integrated manufacturer of forest products holding extensive timber tenures in British 
Columbia from which it produces dimension lumber, by-product chips, pulp, linerboard and sackkraft paper. 
In 1985 it ranked as the third largest lumber producer in Canada and the seventh largest in North America. 

West Fraser’s manufacturing operations comprise four wholly-owned sawmills at Quesnel, Smithers, 
Chetwynd and Williams Lake, joint venture interests in sawmills at Terrace, Fraser Lake, Houston and Burns 
Lake, a 50% joint venture interest in a pulp mill at Quesnel producing chemi-thermo-mechanical pulp 
(*CTMP”’), and a 50% joint venture interest in a pulp and paper mill at Kitimat producing linerboard and 
sackkraft paper. The eight sawmills are modern facilities incorporating computerized log scanners and 
automatic bin sorters. The Quesnel pulp mill began production in 1981 and is the newest greenfield pulp mill in 
British Columbia. The Kitimat pulp and paper mill began commercial production in 1971 and was expanded in 
1983. 

West Fraser’s share of the annual capacity of these facilities is 975,000,000 board feet of lumber, 90,000 
tonnes of CTMP, 117,500 tonnes of linerboard and 57,000 tonnes of sackkraft paper. 

West Fraser also owns a chain of building supply centres at ten locations in British Columbia. 


Common Share Capital 

Before this offering, the Company was privately-owned. On completion of this offering its issued 
common share capital will comprise 5,801,548 shares designated as Common Shares and 6,968,940 shares 
designated as Class B, C and D Common shares (which four classes of shares are all referred to as “‘common 
shares’’). All the common shares are equal in every respect except that the Class B, C and D Common shares 
may be exchanged for Common Shares on a one for one basis at any time. The Common Shares offered by this 
prospectus represent approximately 15.7% of the common shares that will be outstanding on completion of the 
offering. 

Selected Consolidated Financial Information 
Year ended Eight months ended 


December 31 December 31 Year ended April 30 
1985 (1) 1984 (1) 1984 1983 1982 
(millions of dollars, except per share amounts) 

Sales Be ee aie. seen ted ene ohne ia eee Wa) $163.2 S195"3 $160.8 $138.2 
Barings betoresthe following: ees aaa sean LE 4.1 16.1 3.8 2.8 

ShrarerOnmetslOSSEOILENTOGAN mre meen wn ieaeaee er — — (4.2) (23.9) (2.2) 

Extraordinary, iter Smee aetna irra ier ear er ~- [2S Bos — 10.8 
Neteaminssa(loSSy ere ee tts eenttas score ee hry e hep nares It. 7/ : 14.4 (20.1) 11.4 
CashefromvoperationSy seaman eis Preeienels aioe seareats 48.0 ite 28.5 13.6 20.5 
Capital expenditures and investments ............... os 121 35),5) 19.8 39.2 
Balance sheet data: 

Wordoins CATA (GANGCNAD) soccssnsbbboocsenuee IIS) Ia Sys (3.8) 6.6 

TotallsaSSGts terra aces etee see ers peeks tees keer icner B27 385.6 LS 7, 149. ] 161.9 

OV KVANM CLADE, Anis Bot Hod oh on oeeoaL ot ed vouUseO Dey 110.5 21.4 DG 6.9 

Capital stock and retained earnings ............... 72.0 176.6 81.1 [za OB 
Per common share: 

Earnings before share of net loss of Eurocan 

andvextraordimany: 1temiSi(2) scare enn errant: 0.49 0.21 1.49 0.34 0.25 
Nefeannin &6s(L0SS))1(2)) Meera nears tien easy icisuet is 0.49 il esi7/ I oa)3) (1.81) 1.0] 
Gashitlow: (Gina cee ey ieee eae ae 4.36 1.01 2.63 1.23 1.82 


(1) Reflects a reorganization on September 28, 1984. See “‘Eurocan Joint Venture”’. 
(2) After provision for dividends on Special Preference shares. 
(3) Cash from operations reduced by dividends paid on Special Preference shares. 
This is a summary only and is qualified by the more detailed information appearing elsewhere in this prospectus. 
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MGI: cannascosunane AyAlb) jor content) 


ELIGIBILITY FOR INVESTMENT 


In the opinions of Lawrence & Shaw, counsel to the Company, and Ladner Downs, counsel to the Under- 


writers, at the date of original delivery the Common Shares offered by this prospectus will be eligible investments, 
without resort to the so-called ‘‘basket’’ provisions but subject to general investment provisions, for 


(i) insurance companies regulated under the Canadian and British Insurance Companies Act (Canada), the 
Foreign Insurance Companies Act (Canada) and legislation of British Columbia, Alberta and Ontario 
governing insurance companies, 


loan companies regulated under the Loan Companies Act (Canada) and legislation of Ontario governing 
loan companies, 


trust companies regulated under the Trust Companies Act (Canada) and legislation of British Columbia 
and Ontario governing trust companies, and 


pension funds regulated under the Pension Benefits Standards Act (Canada) and legislation of Alberta, 
Ontario and Quebec governing pension funds, 


(iv) 


and, if they are then listed on a prescribed stock exchange in Canada as required by the Underwriting Agreement 
described under **Plan of Distribution’’, will be qualified investments for trusts governed by registered retirement 
savings plans, by deferred profit sharing plans, and by registered retirement income funds, under the Income Tax Act 


(Canada). 


THE COMPANY 


West Fraser Timber Co. Ltd. was formed on December 1, 1966,by the amalgamation of a group of companies 
under the laws of British Columbia. The head office of the Company is at 1000 — 1100 Melville Street, Vancouver, 
British Columbia, V6E 4A6, and its principal operating office is at 1230 Brownmiller Road, Quesnel, British 
Columbia, V2J 3J5. In this prospectus West Fraser Timber Co. Ltd. is referred to as the ‘‘Company’’ and, unless 
otherwise indicated by the context, ‘‘West Fraser’’ refers to the Company and its subsidiaries. 


HISTORY OF WEST FRASER 


West Fraser originated in 1955 when three brothers, Henry H. Ketcham Jr., William P. Ketcham and Samuel K. 
Ketcham, who was president of West Fraser until his death in 1977, acquired a small lumber-planing mill at Quesnel, 
British Columbia. From 1955 to 1979 the business expanded through the acquisition of a number of sawmills in the 
interior of British Columbia together with related timber cutting rights, the construction and modernization of 
sawmill facilities, and the development of a chain of building supply centres. 

In 1979 West Fraser diversified its forest products operations by forming a joint venture with Daishowa Canada 
Co. Ltd. to construct a thermo-mechanical pulp mill at Quesnel, which now operates under the name Quesnel River 
Pulp Company. 

In 1981 West Fraser acquired from Enso-Gutzeit Oy of Finland (‘‘Enso-Gutzeit’’) a 40% equity interest in 
Eurocan Pulp & Paper Co. Ltd., now called Enso Forest Products Ltd. (‘‘Enso Canada’’), which owned a pulp and 
paper mill and woodmill at Kitimat and partial interests in sawmills at Houston and Burns Lake. In 1984 this 
investment was reorganized into a direct ownership of a one-half interest in the assets and business of Enso Canada. 
As a result of this reorganization, the pulp and paper mill at Kitimat and the sawmills at Fraser Lake and Terrace are 
operated as a joint venture by West Fraser and Enso Canada under the name Eurocan Pulp & Paper Company, the 
sawmill at Houston is operated as a joint venture by West Fraser, Enso Canada and Weldwood of Canada Limited 
under the name Houston Forest Products Company, and the sawmill at Burns Lake 1s operated as a joint venture by 
West Fraser, Enso Canada, Westar Timber Ltd. and Babine Forest Products Ltd. under the name Babine Forest 
Products Company. In this prospectus, ‘‘Eurocan’’ means Enso Canada before the reorganization and Eurocan Pulp 
& Paper Company thereafter, including the interests of the Eurocan joint venturers in the Houston Forest Products 
and Babine Forest Products joint ventures. 

The following chart shows the relationship of the Company to its active subsidiaries and to the joint ventures in 
which it participates. All are organized under the laws of British Columbia. 


West Fraser Timber Co. Ltd. | 


100% 
WEST FRASER 
MILLS LTD. 
(1) 
iy 
50% 50% 100% 


QUESNEL RIVER 
PULP COMPANY 
(joint venture) 


EUROCAN PULP & 
PAPER COMPANY 
(joint venture) 


WEST FRASER 
BUILDING SUPPLIES LTD. 
(2) 


50% 24% 
HOUSTON FOREST BABINE FOREST 


PRODUCTS COMPANY PRODUCTS COMPANY 
(joint venture) (joint venture) 


(1) Owns and operates sawmills at Quesnel, Smithers, Chetwynd and Williams Lake as well as its interests in the joint ventures. 


(2) Owns and operates a chain of building supply centres at ten locations in British Columbia. 


Outstanding at 


CONSOLIDATED CAPITALIZATION 


Outstanding at 


Outstanding at 
March 31, 1986 
after giving effect 


Authorized December 31, 1985 March 31, 1986 to this issue 
(unaudited) (unaudited) 
Secured Short-Term Debt (thousands of dollars) 
West Fraser 
Bank advances and bankers’ 
acceptances: (i) ieee ree ert err $ 50,000 $ 29,405 $ 36,270 $ 36,270 
Eurocan joint venture 
Bankeadvancess (2) iaersees cacao ate 27,600 16,307 14,318 14,318 
Current portion of long-term debt ..... = 7,481 Enos TINS 
8) a3). IB $ 58,381 $ 58,381 
Long-Term Debt 
West Fraser 
Bank loanv( lier sarin seers ae $100,000 $ 67,057 $ 67,057 $ 28,587 
Others serene ere ee ran ne — 6,912 6,379 6,379 
Eurocan joint venture 
84% first mortgage sinking 
fund bonds, maturing 199] 
(UES 550/000) "(3) ies eres _ 24,526 24,522 24,522 
Renmtloanaeyecmet, tt ee eer ae — 675 563 563 
SOMO) 98.521 60,051 
DessHicuimentsportl oni aee nee re — 7,481 TMS 793 
$ 91,689 $ 90,728 SeOZA25S 
Shareholders’ Equity 
Special Preference shares 8% cumulative 
par value $1 each 
Class X Special Preference (4) 60,000,000 shs. $ 24,086 $ 24,086 $ 24,086 
(24,085,691 shs.) (24,085,691 shs.) (24,085,691 shs.) 
— Class Y Special Preference (5) 20,000,000 shs. He! Neer 17,174 
(17,174,000 shs.) (17,174,000 shs.) (17,174,000 shs.) 
— Class Z Special Preference (6) ... 30,000,000 shs. 26,880 26,880 26,880 
(26,880,000 shs.) (26,880,000 shs.) (26,880,000 shs.) 
68,140 68,140 68,140 
Common shares without par value (7) 
= COMmMOM yess ate ree 50,000,000 shs. AYA 2M 41,271 
(3,803,548 shs.) (3,801,548 shs.) (5,801,548 shs.) 
— Class B Common (8) .......... 20,000,000 shs. 601 601 601 


(5,999,948 shs.) (5,999,948 shs.) (5,999,948 shs.) 

— Class C Common (8) .......... 2,000,000 shs. 270 250 250 
(54,000 shs.) (50,000 shs.) (50,000 shs.) 

— Class D Common (8) .......... 2,000,000 shs. 6,848 6,839 6,839 
(920,192 shs.) (918,992 shs.) (918,992 shs.) 

7,990 7,961 48,961 

Premium on shares repurchased (3,404) (3,449) (3,449) 

4,586 4,512 45,512 

Rechengaterel ees (QD) s sucesscouscane 99,914 99,914 99,914 

$172,640 $172,566 


(1) 
(2) 


$213,566 


Secured by general assignments of book debts and charges on inventories, other than those relating to Eurocan. 

West Fraser’s several obligation for one-half of Eurocan’s secured bank loans. Security for each joint venturer’s half of the secured bank 
loans consists of a general assignment of the interests of both joint venturers in Eurocan’s book debts and charges on both their interests in 
its inventories. 

Represents West Fraser’s one-half share of the aggregate principal amount of Eurocan’s bonds, which are secured by a first fixed and 
floating charge on certain Eurocan joint venture assets. West Fraser is jointly and severally liable for the full amount. 

Redeemable in two equal instalments plus accumulated dividends on December 31, 1986 and December 31, 1987. 

Redeemable beginning December 31, 1988 in 13 equal annual instalments of $2,172,885 each, which include dividends accumulating after 
December 31, 1987. Dividends of $4,465,240 accumulating to December 31, 1987 are payable in three equal annual instalments on 
December 31, 1988 to 1990. 

No fixed redemption schedule, but redeemable with accumulating dividends out of a defined portion of cash flow from Eurocan. All 
outstanding Class Z Special Preference shares and unpaid dividends must be redeemed and paid on December 31, 2006. Dividends of 
$6,988,800 accumulating to December 31, 1987 are payable in three equal annual instalments on December 31, 1988 to 1990. 

Net of shares held by a subsidiary. All classes of common shares rank equally as to dividends, voting rights and distributions on liquidation. 
The Company may be obligated to reacquire Common Shares, or Class C or Class D Common shares before closing. See ‘*Share Capital — 
Common Shares’. 

Class B, Class C and Class D Common shares are exchangeable for Common Shares. 

As at December 31, 1985. Estimated expenses of issue of $275,000 and the Underwriters’ fee of $2,255,000 will be charged to retained 
earnings. 6 


BUSINESS OF WEST FRASER 


West Fraser is an integrated forest products organization producing dimension lumber, by-product chips, pulp, 
linerboard and sackkraft paper in British Columbia. It holds extensive timber cutting rights from which logging 
operations provide raw material processed at its manufacturing plants. West Fraser employs about 1,200 people in its 
wholly-owned mills and building supply centres. Approximately 1,600 others are employed in the operations in 
which it has joint venture interests. In 1985 West Fraser’s sales revenues were 56% from lumber, 3% from chips, 12% 
from pulp, 12% from linerboard, 7% from sackkraft paper and 10% from building supplies. 


Lumber 


West Fraser has interests in eight sawmills producing dimension lumber and by-product chips. The information 
in the following table was prepared as at December 31, 1985. 


Annual capacity of mills' z 


West Fraser Number of 

Mill location ownership Lumber Chips employees 
(Mfbm) (BDU) 

Ouesne lars gest oe. oo 100% 280,000 152,000 332 
pep EN LW oCet eee bo, ue Sie hay gar lee i de 100% 155,000 86,000 185 
Waliamst takes. a) ee es FS 100% 130,000 90,000 143 
GEL SiCleeeeen ten See eee 100% 140,000 84,000 176 
PrasCle koa ate kale gt eee Nh 50% 225,000 130,000 304 
(MCRfACC tres cient ch oes 50% 170,000 134,000 192 
HOUStOnI is Gee ee ei iu eee: 25% 200,000 138,000 238 
Buns bake= ter.2 8 tee aoe 12% 185,000 106,000 235 


1,485,000 920,000 1805 


(1) Based on two and one-half shifts per day at Quesnel, three shifts per day at Williams Lake, two shifts per day at all other locations, and 240 
operating days per year. 


(2) Not managed by West Fraser. See *‘Houston Sawmill’ and **Burns Lake Sawmill”’. 


West Fraser’s share of 1985 lumber production from these sawmills totalled 936 million board feet, which 
ranked it as the third largest producer of lumber in Canada and the seventh largest in North America. Roughly 80% of 
the wood chips produced as a by-product of lumber production are supplied to, or traded for chips supplied to, the 
pulp mills in which West Fraser has interests. The remainder are sold to other pulp producers. 

West Fraser’s share of lumber production from each of these sawmills for the periods indicated was: 


Year ended Eight months ended 

December 31 December 31 Year ended April 30 
Mill location 1985 1984 1984 1983 1982 

(thousands of Mfbm) 
CIMESTIC! Beemer hack tee Peytas ocdcyaneees Ore ALM Ly 280.0 174.8 29:6 PERE, 260.2 
Sth eusiner amen cath acictons oe, einen 1 ateeemp uae [sone 94.2 hepa 6 140.2 i25-9 
Willtainss Bakes yas aie mph eee ake 85.9 41.0 42.0 Wi ee: 79.8 
COCR Clare ea wre git es RS, ie dia cater 138.6 SS NPAs) 125.0 97.0 
Frasers leak titer 6 Aue thre eri neon Los (o) 108.5 90.6 96.7 
PSY RAC Cane eae ere ete trea unt h alee atkiel<d 5 9 86.5 mew 41.3 — —— 
FRGUASUO Limeeaee tee otetecrree etree meneane i rien a a 53.4 33.0 47.5 42.5 42.6 
BU Tics EAKCMMMN cree | Pe see cess es Sao yee) Iba) PME I | ieee 
935.8 Sales, 802.1 742.9 718.0 


In 1985 West Fraser’s share of both lumber and chip production was equivalent to 100% of its share of capacity 
of all these sawmills. 


Quesnel Sawmill 


West Fraser’s acquisitions in the Quesnel area from 1955 to 1969 built up a timber base sufficient to support the 
construction of a new small-log sawmill at Quesnel. This mill was completed in early 1970 and was one of the first 


a 


successful small-log mills in British Columbia. It has subsequently undergone periodic improvement and mod- 
ernization, including the addition of a second production line to handle larger logs, automatic lumber sorting 
equipment and kilns fired with wood waste. It is operated under the name West Fraser Mills. 


Williams Lake Sawmill 


A controlling interest in a small sawmill at Williams Lake was acquired in 1957. The remaining interest was 
acquired in 1961. Additional acquisitions were made to expand the timber base and a new sawmill, planer mill and 
dry kilns were completed in 1971. These facilities were periodically upgraded and in 1983 the mill was completely 
rebuilt incorporating the latest technology in sawmill process control. This mill also operates under the name West 
Fraser Mills. 


Smithers Sawmill 


In 1976 West Fraser acquired two sawmills in the Smithers area with associated timber cutting rights. In 1977 
they were replaced with a new high-recovery high-productivity sawmill which operates under the name Pacific 
Inland Resources. 


Chetwynd Sawmill 


West Fraser acquired sawmills at Dawson Creek and Chetwynd with related timber cutting rights in 1978 and 
1979. They were replaced by a new high-recovery high-productivity sawmill at Chetwynd which began production 
in 1981 and operates under the name Chetwynd Forest Industries. 


Fraser Lake Sawmill 

Two sawmills in the Fraser Lake area, together with associated timber cutting rights, were acquired in 1976. 
They were replaced by a new high-recovery sawmill completed in 1979. In 1981 this sawmill was transferred to Enso 
Canada as part consideration for a share interest in Enso Canada. In 1982 it was expanded by the addition of a random 
lumber side which approximately doubled its lumber capacity. As a result of the reorganization of West Fraser’s 
investment in Enso Canada in 1984, West Fraser now owns a one-half interest in this mill. It is operated as part of the 
Eurocan joint venture under the name Fraser Lake Sawmills and continues to be managed by West Fraser. 


Terrace Sawmill 

In 1983 West Fraser and the Enso-Gutzeit interests acquired a sawmill at Terrace, primarily to manufacture 
lumber from Eurocan’s Tree Farm Licence 41 and to provide by-product chips for the pulp and paper mill at Kitimat. 
The sawmill was substantially expanded and modernized before production began. It is now owned one-half by West 
Fraser and one-half by Enso Canada and is operated as part of the Eurocan joint venture under the name Skeena 
Sawmills and managed by West Fraser. Part of its log supply is provided under a log-chip exchange agreement with 
Westar Timber Ltd. 


Houston Sawmill 


The sawmill at Houston, which was completed in 1978, is owned 25% each by West Fraser and Enso Canada as 
the Eurocan joint venturers and 50% by Weldwood of Canada Limited. It is operated by the owners as a joint venture 
under the name Houston Forest Products Company and is managed by Weldwood. Its primary source of logs is 
Eurocan’s timber tenures. 


Burns Lake Sawmill 


The sawmill at Burns Lake, which was completed in 1974, is owned 12% each by West Fraser and Enso Canada 
as the Eurocan joint venturers, 24% by Westar Timber Ltd. and 52% by Babine Forest Products Ltd., a company 
owned by Weldwood of Canada Limited and the Burns Lake Native Development Corporation. It is operated by the 
owners as a joint venture under the name Babine Forest Products Company and is managed by Weldwood. 


Pulp and Paper 


West Fraser has a 50% interest in a pulp mill producing both thermo-mechanical pulp (‘“TMP’’) and 
chemi-thermo-mechanical pulp (“‘CTMP’’) and a 50% interest in a pulp and paper mill producing linerboard and 
sackkraft paper. The information in the following table was prepared as at December 31, 1985. 


West Fraser Annual Number of 
Mill location ownership Product capacity employees 
(tonnes) 
Oucsnclte sent ee aes Oe 50% CTMP and TMP 182,000 78 
site a Linerboard 235,000 
IRA eee a eRe eee oe ke 50% Spode alanis 114.000 561 
The following table shows total production statistics for these mills for the periods indicated. 
Year ended Eight months ended : 
December 31 December 31 Year ended April 30 
Mill location and product 1985 1984 1984 1983 1982 
(tonnes) 
Quesnel pulp mill 
A aR eet es Nc 131379 allie 163,430 = 113,085 51,023 
Kitimat pulp and paper mill 
emerDOardharrtactyy 0) te et 233,814 156,320 183,206 188,884 156,163 
BACK NAR PADCL eae creer. cata ar oe 108,335 69,952 88,357 93,368 81,820 


Quesnel Pulp Mill 


The Quesnel pulp mill is owned 50% by West Fraser and 50% by Daishowa Canada Co. Ltd., a subsidiary of 
Daishowa Paper Manufacturing Co. Ltd. of Japan, and is operated as a joint venture under the name Quesnel River 
Pulp Company. It was completed in 1981 at a cost of $80 million to produce TMP. In 1983 additions were made by 
West Fraser at a cost of $11.8 million to enable West Fraser at its option to produce CTMP. The TMP is used primarily 
as raw material in manufacturing newsprint. Chemical pretreatment and subsequent bleaching upgrade the product 
to CTMP, which is used in manufacturing tissue, towelling and writing paper. 

Production of TMP and CTMP is staggered in bi-monthly time segments to produce pulp to meet the different 
requirements of the two owners. Approximately 85% of the mill’s fibre supply is by-product chips from West 
Fraser’s adjacent Quesnel sawmill. Current annual production is about 182,000 tonnes of pulp, of which West 
Fraser’s share, being the higher grade CTMP, is about 90,000 tonnes. 


Kitimat Pulp and Paper Mill 


The Kitimat pulp and paper mill, which was built by Enso Canada, began commercial production in 1971. As a 
result of the Eurocan reorganization in 1984, this mill is now owned 50% by West Fraser and 50% by Enso Canada 
and is operated as part of the Eurocan joint venture. It produces high quality linerboard, which is sold to 
manufacturers of cardboard containers, and sackkraft paper, which is sold to manufacturers of a wide variety of paper 
sacks from grocery bags to multi-wall industrial bags. 

Production capacity at the Kitimat mill was expanded in 1981 and 1982 with a $43.1 million capital expenditure 
program which increased production by about 20% and decreased the unit cost of production by about 15%. Before 
1981 about 30% of the mill’s fibre requirement was obtained from whole-log chipping. Since then raw material costs 
have been reduced by changing the entire chip supply to less expensive by-product chips. 


Building Supplies 

West Fraser owns and operates ten building supply centres in British Columbia under the name West Fraser 
Building Supplies Ltd. Sales are made directly to contractors and builders as well as to the retail trade. The number of 
stores increased from seven in 1982 to ten in 1985. Sales of the building supplies division for the periods indicated 
were: 


Year ended Eight months ended 
December 31 December 31 Year ended April 30 
1985 1984 1984 1983 1982 
(millions of dollars) 
Bitildimevsupplies: salesua wee. eee, wee Doone $16.2 $22.8 5224 $24.8 


Sales and Marketing 


Distribution of Sales 
West Fraser’s sales by product and geographical location during the year ended December 31, 1985 were: 


Distribution 
Product U.S.A. Canada Japan Europe Other Total by product 
(millions of dollars) 

um Dera cen ce eee: $158.6 $28.0 — = — $186.6 56% 
By-product chips ... _ 10.9 — — — 10.9 3% 
GEMP or a acne 29.2 Shi — $ 5.6 hy alli) 39.8 12% 
linerboard 045-28 0.1 3.4 San] 12.8 an 39.1 12% 
Sackkraft paper .... 0.8 5. () 632 Pee} PSA 7% 
Building supplies ... — 32.4 — — — 32.4 10% 

$188.7 $83.4 $11.9 S212 $28.7 $333.9 100% 
Distribution 
by market ......... 57% 25% 4% 6% 8% 100% 


Lumber Marketing 

Lumber produced by West Fraser’s wholly-owned sawmills and by Eurocan’s Fraser Lake and Terrace sawmills 
is marketed by West Fraser’s sales department to wholesale customers and lumber brokers in the United States and 
Canada. Lumber output from the sawmills at Houston and Burns Lake is marketed by Weldwood of Canada Limited. 
The major markets for West Fraser’s lumber are the southeast, northeast and midwest United States. Most of the 
production is shipped by rail. A small volume is shipped by truck into the northwest and the balance is shipped by 
water to the east coast of the United States. 


Pulp Marketing 

West Fraser’s share of the output of the Quesnel pulp mill, which is currently all CTMP, is marketed directly and 
through sales agents to customers in the United States, Canada and Europe who manufacture consumer paper 
products such as tissue, towelling and writing paper. About 50% is currently sold to Procter & Gamble in the United 
States. West Fraser and this customer work closely in developing the best CTMP for the end product. Another 12% is 
currently sold to Scott Paper Limited. The product is delivered by rail, truck and ship. 


Linerboard and Sackkraft Paper Marketing 

Eurocan sells all of its linerboard and sackkraft paper under two agreements ending December 31, 1995 with 
Enso-Gutzeit, one a consulting agreement for markets in North, Central and South America and the Far East, and the 
other a sales agreement for the rest of the world. This arrangement allows Eurocan access to the Enso-Gutzeit sales 
network which operates in 44 countries. As a result, Eurocan has developed a broad customer base in its main 
markets of Europe and Japan. In addition, through joint sales offices it operates with Enso-Gutzeit in southeast Asia, 
Eurocan has expanded its sales to the Pacific Rim and China. Eurocan’s sales force maintains overall control and 
coordination of sales, makes direct sales to the Canadian market, and handles shipping and invoicing. To match the 
service levels of Eurocan’s competitors in Europe, inventories of linerboard and sackkraft paper are maintained in 
Antwerp, Belgium and Felixstowe, England. Most of the output of the Kitimat mill is moved to offshore markets 
through Eurocan’s deep-water port facilities in Kitimat. Shipments to North American markets are by truck or rail. 


Timber Supply 
Timber Tenures 

The Province of British Columbia owns about 95% of all timber lands in the Province. Forestry operations on 
these lands are regulated under the Forest Act, which empowers the Minister of Forests to grant various forms of 
timber tenures including Forest Licences, Tree Farm Licences, Timber Sale Licences and Timber Licences. 

A Forest Licence grants the right to cut a stated volume of timber per year on public lands in a managed forest 
area called a Timber Supply Area. The licence is normally for a term of 15 years and is renewable every five years for 


a further 15-year term, subject to satisfactory performance. A Tree Farm Licence is granted to a licensee who 
undertakes to manage a defined land area to yield an annual harvest on a sustained yield basis to supply 


manufacturing facilities of the licensee. The licence is for a term of 25 years and is renewable every ten years for a 
further 25-year term, subject to satisfactory performance. A Timber Sale Licence grants the licensee the right for a 
term of up to ten years to harvest a specific volume of timber within a Timber Supply Area, and may or may not be 
renewable. A Timber Licence grants the licensee the right to cut all merchantable timber from a prescribed area of 
Crown land over a specified term and is non-renewable. 

An allowable annual cut (“‘AAC’’) is determined for all tenures held by West Fraser except for some short-term 
Timber Sale Licences and its Timber Licences. For those long-term tenures with an AAC the actual cut may be 
increased or decreased in any year by up to 50% of the AAC, but the average cut over a five-year period must be 
within 10% of the specified volume for the period. The short-term Timber Sale Licences have either slightly different 
annual cut control or none at all. For West Fraser’s Timber Licences the annual volume is set by agreement with the 


Ministry of Forests. All tenures in which West Fraser has an interest are currently in substantial compliance with 
these cut requirements. 


West Fraser’s Timber Resources 


Annual log requirements for the four sawmills wholly-owned by West Fraser total about 2,860,000 cubic 
metres, of which about 76% is obtained from Crown tenures held by West Fraser. Annual log requirements for the 
other four sawmills in which West Fraser has a joint venture interest total about 3,480,000 cubic metres, of which 
about 68% is obtained from Crown tenures held by one or more of the owners of these mills. The Terrace sawmill 
also has a log-chip exchange agreement with Westar Timber Ltd. which supplies a minimum volume of 150,000 
cubic metres per year. In addition timber is from time to time acquired under short-term Timber Sale Licences. These 
are frequently for areas that must be salvaged because of damage by insects, wind or fire. The remaining logs 
required are purchased from independent sources. 

The timber base for the sawmills at Quesnel, Smithers, Houston, Burns Lake, Fraser Lake and Chetwynd lies 
within the Interior Plateau and the Alberta Plateau of British Columbia which have a semi-moist, flat or rolling 
landscape bearing spruce, pine and balsam fir. The timber base for the Williams Lake sawmill is in the Chilcotin 
Plateau which has a flat, dry landscape bearing lodgepole pine and Douglas fir. The timber base for the Terrace 
sawmill is primarily on the steep terrain of the wet coastal range, which grows hemlock, balsam, cedar and Sitka 
spruce. 

The following table shows the Crown tenures, other than smaller Timber Sale Licences, supplying each 
sawmill in which West Fraser has an interest, the AAC for each, and the actual cut during 1985. 


Allowable 1985 
Sawmill Tenure annual cut Actual cut 


(thousands of cubic metres) 


Quesnel horestulatcences 12.00 Ooi (Il) aap tema rea eee ae ere eee 684 665 
Forestwlercen Ce Alle 155 (Cls) tae emer ene tee ener ge ee ee 35) 35 

Miimber Saleweicencer | 999) ers ware ater erent ae: eee ee ere 59 20 

Forest bicence tA 55.0012)! gan = ee ene rec rae eee re 150 11 

Williams Lake Borestilicencet Aloo? OR er se eee sate ey teee Oe eee eee se 203 233 
ForestuleicencegA 2 002.6403) saree tee ane ee ee 85 5 

Smithers Oreste ICences AOS 5 0) ree aeiete me et oe ra ene tr ee ee eee rrr 328 261 
‘Tianleyes pase: baverennverse NIKON) Som ep aoa Oamoosnbeiuws oow 200 74 

Chetwynd FOTEStIICENCEPA SSD aes eewccen. sci earsee tits a cey at Metre eenant [eh ay ty Stee sya 364 
Porestelsicence#Al3 84 Ow. egret. eer yee, ho RO. rete). 100 116 

Fraser Lake horest LicéncetA (S162 2 seereae A cee mir Meee ee cer ey Orc Df) 144 
| Reyne bitorerpletcn/ AU lohewAGh «poet 5 nis AAG eRe ore AA aera mio ake Aan 387 506 

BOreStHIGenCen IOS 27 (Oiimractena ss cece mre meee Cenee ian rata umcmne eer ae 70 Gf 

Terrace rees aim alviGen Ges lin(G) aires eye hte, Sere Seen eames ie 433 34] 
sb Dee let CENCESH (ut) bee metry Wee nce ane ea ee anaes ie: 185 

Houston FOrestubicen Cee Aloe (as mera aan te te ee eae 681 1,009 
Burns Lake | Bay ecck cal Wi kotes phe eia dl ope t nor os pee een ase eran RE RRA CAIN aohcl-nn ses aie eaves 454 319 
4,547 4,365 


(1) West Fraser has applied for a Tree Farm Licence covering 299,000 hectares which would replace about 500,000 cubic metres of the AAC 
under these tenures. The Tree Farm Licence would allow a more aggressive approach to improving the forest productivity of this land base. A 
public hearing on the application was conducted by the Minister of Forests in June, 1984. In November, 1985 an offer of a Tree Farm Licence 
was made to West Fraser by the Minister. The offer is under discussion with the Minister. 


(2) A five-year non-replaceable tenure awarded to five Quesnel licensees, including West Fraser, to facilitate the removal of an epidemic 
mountain pine beetle infestation in the Quesnel Timber Supply Area. West Fraser’s portion of the licence is 150,000 cubic metres per year. 
Only a minor volume was removed in 1985 because of the late award of the licence. 


(3) A five-year non-replaceable tenure awarded in 1985 to facilitate the removal of an epidemic mountain pine beetle infestation in the Williams 
Lake Timber Supply Area. Only a minor volume was removed in 1985 because of the late award of the licence. 


(4) A non-renewable tenure issued in 1983 and expiring in 1993 to log and rehabilitate a block of stagnant forest land. This unique tenure will 
supply sawlogs and pulp logs at a quarter of the minimum stumpage rate. West Fraser is responsible for reforestation without reimbursement. 

(5) Logs from this tenure are directed to both the Houston sawmill and the Fraser Lake sawmill in the proportions shown. 

(6) Issued in 1966. In September, 1985 Management and Working Plan No. 4 was submitted to the Ministry of Forests for approval. The AAC 
for this plan has been proposed to be set at 433,000 cubic metres per year for the period 1986 to 1990. 


(7) Eight Timber Licences purchased in 1983 having an estimated standing merchantable volume of 932,000 cubic metres. They do not have an 
AAC but by agreement with the Ministry of Forests they will be logged over 13 years, giving an average annual cut of 71,692 cubic metres. 
Application has been made for inclusion of these licences in Tree Farm Licence 41. 


The chip production from these eight sawmills, after taking into account chips committed to other joint venture 
owners, 1s more than sufficient to supply all the requirements of the Kitimat and Quesnel pulp mills. However, in 
order to obtain freight efficiencies and species preferences some of the fibre produced by these sawmills is sold or 
traded to other local pulp mills. As a result about 80% of the fibre consumed by the Kitimat and Quesnel pulp mills is 
obtained from the eight sawmills either directly or through exchanges with other mills, and the remainder is acquired 
from other local sawmills. 


Logging 


Timber harvesting operations for the seven interior sawmills are conducted entirely by independent contractors. 
The terrain of the interior plateau allows a high degree of mechanized logging which, combined with the experience 
and productivity of the independent logging contractors, results in cost-efficient harvesting. For the Terrace sawmill 
about 33% of the logs are harvested by Eurocan crews and the remainder by contractors, mostly using cable-yarding 
systems because of the steeper terrain and larger log sizes. 

Except in the case of the Timber Licences, under which a fixed royalty is payable, stumpage charges are 
assessed for logs harvested under these forest tenures. Stumpage is the residual amount remaining after deducting 
from the value of end-products an allowance for estimated logging and converting costs, profit and other amounts, 
subject to a minimum charge based on the market price of lumber and chips. 


Forest Management 


The responsibility for forest management under all West Fraser’s tenures is shared by West Fraser and the 
Ministry of Forests. A management and working plan setting out the planned activities on each Tree Farm Licence 
and Forest Licence is prepared by the licensee every five years for approval by the Ministry. The plan outlines the 
proposed harvesting, silviculture, protection, road construction, research and recreation and any other activity that 
may directly affect the forest. Progress and activity under these plans are continually monitored by the Ministry. For 
its four wholly-owned sawmills and the two partly-owned sawmills which it manages, West Fraser employs a forest 
management staff of 70, including 20 British Columbia Registered Professional Foresters. 

Under the Forest Licences, Tree Farm Licence 41 and major Timber Sale Licences, reforestation is required on 
cut-over lands. West Fraser employs independent contractors for this purpose. Since the introduction of Forest 
Licence tenures in 1982, West Fraser has planted an average of 7.1 million trees per year. Planting in 1986 is planned 
at 10 million trees. 


Human Resources 


Management of West Fraser believes that its attractive work environment and good employee relations have 
contributed to its productivity and profitability. Despite the volatility of the lumber market, West Fraser has provided 
continuous employment in its sawmills. In its wholly-owned sawmills, the majority of employees are non-union. 
The Quesnel pulp mill is the only non-union pulp mill in British Columbia. 


The four joint venture sawmills are covered by the Forest Industry — International Woodworkers of America 
Master Agreement. The Kitimat pulp and paper mill is covered by the British Columbia Industry Master Agreement 
with the Canadian Paperworkers Union. Both Master Agreements are effective until June 30, 1986. Beginning in 
1986 industry-wide bargaining in the pulp and paper industry will cease. Management of West Fraser considers 
labour relations at all mills to be excellent. 

During 1986 the contracts at all unionized mills are to be renegotiated. As a result of the early start to the 


bargaining process and the progress made in settling local issues, management believes that new agreements can be 
reached without major disruption to its operations. 


Environment 


West Fraser is complying with applicable environmental laws including a temporary waste production permit 
for CTMP. Because the production of CTMP yields effluent that exceeds the guidelines for TMP, West Fraser is 
working with the Waste Management Branch of the provincial Ministry of the Environment and with Environment 


Canada to develop suitable guidelines. West Fraser expects to spend up to $1 million to comply with the new 
guidelines. 


Energy 


Except for the Kitimat pulp and paper mill, where approximately 76% of the energy requirement is self- 
generated, and the kilns fired with wood waste at Quesnel, Chetwynd and Fraser Lake, all of West Fraser’s energy 
requirements are purchased from outside sources. Most of the energy requirements are for pulp and paper 
manufacturing. Electric power is obtained under contract with British Columbia Hydro and Power Authority. 
Natural gas and petroleum products are acquired principally on a contract basis. Self-generated energy is provided 
principally from burning hog fuel and shavings supplied partly from sawmills in which West Fraser has an interest 
and partly from outside sources. 

Management of West Fraser believes that its sources of energy are adequate to meet its projected requirements 
for the foreseeable future. 


EUROCAN JOINT VENTURE 


In November, 1981 West Fraser completed an agreement with Enso-Gutzeit for the purchase of 40% of the 
equity in Enso Canada for $74.6 million with an initial payment of $39.2 million and the balance deferred under a 
long-term obligation to Enso-Gutzeit. The $39.2 million payment was satisfied as to $30 million by the transfer to 
Enso Canada of West Fraser’s sawmill at Fraser Lake and the remainder in cash and marketable securities. Under the 
agreement West Fraser was obligated to contribute additional equity funds to Enso Canada on a pro rata basis if 
required based on Enso Canada’s financial performance, and as a consequence contributed $9.5 million of additional 
equity between November, 1981 and September, 1984. West Fraser was also obligated, after November I, 1987, to 
increase its investment to 50% at the option of Enso-Gutzeit. 

By September, 1984 West Fraser’s outstanding obligations under the agreement, including the deferred 
payment to Enso-Gutzeit, additional equity to be contributed to Enso Canada, accrued interest and the cost of 
increasing its investment to 50%, amounted to $93.5 million. On September 28, 1984 West Fraser reorganized its 
interest in Enso Canada into a 50% joint venture interest in Enso Canada’s assets and business and West Fraser’s 
obligations under the November, 1981 agreement were extinguished. As part of the reorganization West Fraser 
issued $89.2 million of redeemable preference shares to Enso Canada, assumed $79.5 million of Enso Canada’s 
long-term debt, relinquished its shares and debentures in Enso Canada and paid $4.5 million in cash to Enso Canada. 


CAPITAL EXPENDITURES 


West Fraser 

West Fraser has consistently invested a significant portion of its earnings and operating cash flow in expanding 
and replacing its timber base and production facilities. Its position as a low cost lumber producer is largely the result 
of capital expenditures made to upgrade or rebuild its sawmills to utilize the latest technology. The Quesnel pulp 
mill, completed in 1981, is the newest greenfield pulp mill in British Columbia. 
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In 1981 the new sawmill at Chetwynd was completed at a cost of $19.7 million. In 1984 the Williams Lake 
sawmill was rebuilt at a cost of $11.8 million. Other sawmill expenditures were made covering a variety of projects 
that increased production and lumber recovery and reduced costs. 

West Fraser’s 50% share of the original capital cost of the Quesnel pulp mill was $31 million. In 1983 and 1984 
chemical pretreatment and peroxide bleaching systems were added by West Fraser at a cost of $11.8 million. 

West Fraser’s capital expenditures, excluding its share of Eurocan capital expenditures, for the periods 
indicated were: 


Year ended Eight months ended 
December 31 December 31 Year ended April 30 Total 
1985 1984 198419831982 
(thousands of dollars) 
Woodlands Sccean crete ee ae $ 988 $ 740 Sep OSO Noe Lom ous 9Oin 0 14.044 
Sawinil ls eee. ieee eee rey ae SED SS tel 14,210 1,147 4,192 26,425 
Pulp snail inex eee tom eons tose 86 240 DO LOST Smee! D4 an ee lls 
Other 7 hd sae cit ptrceetrees 308 254 5,038 424 IV 8,744 
$4,677 $4,815 $22,0735' $13,071 «$15,733 $603394 


Eurocan 


Since April, 1981 a number of major capital programs have been undertaken at Eurocan’s facilities. During 
1981 and 1982 a second line was added to the Fraser Lake sawmill to double its capacity at a cost of $24.7 million. 
Also in 1981 and 1982, production capacity of the Kitimat pulp and paper mill was expanded by approximately 20% 
through a $43.1 million program which balanced the different stages of the production of pulp and eliminated 
bottlenecks in the production process. In 1983 the Terrace sawmill was purchased for $2.3 million and rebuilt at a 
cost of $13.8 million. In 1984 $2.4 million was spent to enable the Kitimat mill to manufacture extensible sackkraft 
paper. 

Eurocan’s capital expenditures for the periods indicated were: 


Year ended Eight months ended 
December 31 December 31 Year ended April 30 Total 
1985 1984 198419831982 
(thousands of dollars) 
Woodlands) ete eet eee. $2,555 $1,584 SRL OUESS K189P SAC TOMS ME SIIO9 
SAWMillsee yee See eee eee ee 17635 1,420 15,0810) 2,309 26,057 46,502 
Pulp andi paper milla). oan 2,943 4,802 3,969 14,200 38,881 64,795 


wiles. $7,806 $20,841 $16,698 $67,548 $120,026 


(1) Includes all expenditures on Terrace sawmill by West Fraser and Enso-Gutzeit interests since acquisition of the sawmill. 


1986 Capital Expenditure Program 


West Fraser’s 1986 capital expenditure program is estimated at $7.3 million of which $4.4 million is committed 
to forestry and woodlands. Eurocan’s capital expenditure plan for 1986 is estimated at $9.1 million of which $5 
million is for forestry and woodlands. The funds for these expenditures will be generated from operations. 


MANAGEMENT’S DISCUSSION OF OPERATING RESULTS 


Overview 


The majority of the products of the North American forest industry, including lumber and pulp and paper, are 
priced and sold as commodities, and price levels for these products have fluctuated on a cyclical basis. For this 
reason it is the objective of West Fraser to remain among the lowest cost producers in its main product lines to ensure 
long-term profitability. 

Lumber prices are generally determined by the level of housing activity in North America and by the level of 
lumber production and inventories. Throughout its history West Fraser has operated profitably in the lumber sector, 
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even through the lowest price cycles, and is profitable at current price levels. The following chart summarizes the 
monthly average industry prices for dimension lumber from January, 1981 to March 14, 1986. 


U.S.$ 

per Mfbm 
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Source: Based on the price for Western Spruce-Pine-Fir kiln-dried dimension lumber (2 x 4 standard and better in random lengths) as published 
by Random Lengths Publications, Inc. Sales for March, 1986 are for the period ending March 14, 1986. 


Pulp, linerboard and sackkraft paper markets all reflect the general level of economic activity. The output of 
CTMP from the Quesnel pulp mill, while sensitive to the general downturn in the pulp market, has less price 
volatility than bleached kraft pulp because of its specialized characteristics and the close working relationship that 
West Fraser has developed with its customers. The Quesnel pulp mill is profitable at current price levels for CTMP. 

Changes implemented since West Fraser’s initial investment in the Kitimat pulp and-paper mill in 1981 have 
increased productivity and reduced the unit cost of production. Further cost-saving measures are being implemented 
and at current price levels it is expected that the mill will be profitable in 1986. 

The performance of the building supplies division is dependent on the level of economic activity in British 
Columbia. In spite of high unemployment and reduced activity in some areas of the province, this division has been 
profitable in every year since 1981. 

Certain industry-related groups in the United States are lobbying the United States government for legislation to 
restrict imports of, or impose duties on, lumber from Canada. It is not possible at this time to predict the likely 
outcome of these proposals and their effect on sales in the United States. 


Earnings Sensitivity 

West Fraser’s earnings are sensitive to fluctuations in prices for its products and in currency exchange rates. 
Based on its current operating levels and at current price levels, each U.S.$1 per Mfbm change in the price of lumber 
affects West Fraser’s annualized pre-tax earnings by about $1.3 million and each U.S.$0.01 decrease in the value of 
the Canadian dollar increases its annualized pre-tax earnings by about $1.9 million. In 1985 the average lumber price 
was U.S.$153 according to Random Lengths Publications, Inc. and the average value of Canadian dollars was 
U.S.$0.7325 as quoted by Bank of Canada Review. As lumber prices rise above current levels, the benefit to the 
Company of price increases is progressively reduced by increasing stumpage charges. 


ie 


Review of Operating Results 


West Fraser 
The following table shows West Fraser’s sales revenues and earnings for the periods indicated. 


Year ended Eight months ended 
December 31 December 31 Year ended April 30 
1985 1984(1) 198411) -1983(1)_—«1982(1) 
(millions of dollars) 
Salles stroee rece News Stee dren cee $333.9 $163.2 $195.3 $160.8 $138.2 
Operating ancomers 4 ee eee 2g2. ed UD) OkG 156 
IMLETESTSEX PEN SC uae cy eee eet ree oe 1526 7.4 Dey? Se) 8 
Earnings before the following ......... eal 4.] 16.1 3.8 Pee) 
Sharevof net loss) or Eurocan: 4... -4- — a (4.2) C2529) 22) 
ESX(kAOrGUvany al Leis = rane emer ie acr: — 125 ee) — 10.8 
Net earnings (loss) ........ ee ee ed 16.6 14.4 (20.1) 11.4 
Cashitromyoperations)) eee eee 48.0 ie Ds5 13.6 2025 
Net increase (decrease) in 
lone-termndebtyiaes teen nes ee (18.8) 89.1 1Syete (O03) (1.4) 


(1) Reflects the reorganization of Eurocan on September 28, 1984, before which the results of Eurocan were consolidated into West Fraser only 
on an equity accounting basis. See ‘‘Eurocan Joint Venture’’. 


During the year ended April 30, 1982 the lumber market bottomed out with North American housing starts 
reaching a cyclical low in October, 1981. Also during that year West Fraser completed the first phase of the 
acquisition of its interest in Eurocan. The soft markets for linerboard caused West Fraser to absorb $2.2 million as its 
share of the losses in Eurocan. An extraordinary gain of $10.8 million was recorded on the disposition of West 
Fraser’s interest in certain marketable securities. 

In the first half of the year ended April 30, 1983 lumber markets remained depressed. In anticipation of its 
vulnerability to the TMP market, West Fraser, without the participation of its joint venture partner, converted the 
Quesnel pulp mill at a cost of $11.8 million to produce bleached CTMP. During the year linerboard prices remained 
depressed. The combination of low prices and the write-offs associated with the closure of Eurocan’s woodmill, 
coastal sawmill and wood delivery system required West Fraser to absorb losses of $23.9 million. 

During the year ended April 30, 1984 lumber prices surged briefly from May to July, 1983. However, the 
recovery was short-lived and prices fell to near recession lows by mid-1984. While pulp markets remained 
depressed, the conversion of the Quesnel pulp mill to CTMP allowed it to maintain full production. Although 
Eurocan experienced significant losses, this investment was accounted for on an equity basis before the reorganiza- 
tion and thus the write-off in the year was limited to $4.2 million which reduced the book value of West Fraser’s 
investment in Eurocan to nil. 

During the eight-month period ended December 31, 1984 lumber operations remained profitable despite the 
high costs associated with the start-up of both the Terrace sawmill and the rebuilt Williams Lake sawmill. The 
Quesnel pulp mill yielded acceptable profits for the period as a result of its firm contracts. The Kitimat pulp and 
paper mill was adversely affected by the decline in linerboard prices in the last quarter. 

As a result of the modest improvement in lumber prices, the favourable exchange rate on the Canadian dollar, 
and the reduced costs of goods sold, West Fraser achieved a substantial increase in operating income in 1985. 
Although pulp prices continued to deteriorate throughout the year, the Quesnel pulp mill remained profitable. 
Linerboard prices dropped dramatically, with average mill net returns on linerboard $50 per tonne lower than in 
1984. Sackkraft paper mill nets dropped about $10 per tonne over the same period. 

Lumber prices in the first two months of 1986 showed no improvement over the same period last year. Since the 
beginning of March prices have increased significantly. Prices of pulp, linerboard and sackkraft paper have all 
firmed and management believes that recently announced price increases will be achieved and that profitability of 
these products will improve in 1986. 

Sales in the three months ended March 31, 1986 increased to $75,740,000 from $75,054,000 for the same period 
in 1985. Net earnings for the first quarter increased 66.3% from $1,485,000 in 1985 to $2,470,000 in 1986. The 
improved earnings are due almost entirely to improvements in Eurocan’s cost performance. Price increases in 
lumber that occurred late in the quarter had little impact on earnings and will be reflected in second quarter earnings. 
The net earnings per common share after provision for dividends on the Special Preference shares for the first quarter 
of 1986 were $0.10, as compared to a loss of $0.01 recorded in the first quarter of 1985. 
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Eurocan 


The following table shows the performance of Eurocan for the periods indicated. West Fraser acquired its 
interest on November 2, 1981. 


Year ended Eight months ended 
December 31 December 31 Year ended April 30 
1985 1984(1) 1984(1) 1983(1) 1982(1) 
(millions of dollars) 
SENSE a ae en ee $235.5 $163.5 $174.4 SIS 1417 
Operauime income (1OSS).2 ase od sees a0: LQat 6.4 0.3 (27.5) (7.8) 
IMPETE SUC R PENS Co wasps fae | nee acini. 8.5 14.1] 29.8 28.9 20.1 
Net earnings (loss) before 
Sx ira Orci aby CMS ar ua ie cc ere 1-6 1) (295) (56.4) (Ze) 
Net earnings (loss) after 
SX CrAOCCINAr ys TSI Sse eee Mens eG (ARO) (35.3) (68.6) (27.9) 
CASH ETOUIEODCEAMONS mate fn oir ni aks 27.5 (9.9) 4.8 (44.2) (10.8) 


(1) Before the reorganization on September 28, 1984 these results were consolidated into West Fraser only on an equity accounting basis. On the 
reorganization, $111 million of debt was assumed by the joint venturers. 

For the six months ended April 30, 1982 Eurocan’s sawmills experienced the bottoming out in the lumber cycle 
as well as the disruption to production and the start-up costs associated with the addition of the random lumber 
production line at Fraser Lake. In addition, linerboard and sackkraft prices deteriorated in the main markets of 
Europe and Japan. 

In the year ended April 30, 1983 markets for linerboard, sackkraft paper and lumber remained depressed, 
leading to an operating loss of $27.5 million. In addition, the closure of the woodmill at Kitimat required additional 
writeoffs of fixed assets creating an extraordinary loss of $12.2 million. Modifications to expand pulp and paper mill 
production were completed at a cost of $43.1 million. 

During the year ended April 30, 1984 linerboard and sackkraft prices remained low and Eurocan experienced 
the ten-week pulp industry shutdown. However, costs were reduced through converting the fibre supply to mainly 
by-product chips and through reductions in staffing. 

For the eight-month period ended December 31, 1984 lumber prices showed a slight recovery and Eurocan’s 
sawmills were profitable. Linerboard and sackkraft prices rose following the forest industry shutdown but peaked in 
the third quarter. Since that time, prices in both paper products have suffered a major decline reaching cyclical lows 
in the fourth quarter of 1985. 

Despite the drop in linerboard and sackkraft prices, Eurocan recorded a profit for the year ended December 3], 
1985 as profits on lumber operations more than offset losses on paper production. 


USE OF PROCEEDS 


The estimated net proceeds to West Fraser from this offering will amount to approximately $38,470,000 after 
deducting estimated expenses of the issue, including the Underwriters’ fee. These proceeds will be used to reduce 
West Fraser’s long-term bank indebtedness incurred in connection with the reorganization of Eurocan. 


SHARE CAPITAL 


Summary 

The authorized capital consists of 74,000,000 common shares without par value, divided into 50,000,000 
Common Shares, 20,000,000 Class B Common shares, 2,000,000 Class C Common shares and 2,000,000 Class D 
Common shares, and 110,000,000 preference shares of $1 par value each, divided into 60,000,000 Class X Special 
Preference shares, 20,000,000 Class Y Special Preference shares and 30,000,000 Class Z Special Preference shares. 

The issued share capital consists of 3,801,548 Common Shares, 5,999,948 Class B Common shares, 50,000 
Class C Common shares, 918,992 Class D Common shares (excluding 2,000 Common Shares and 457,200 Class B 
Common Shares owned by a subsidiary), 24,085,691 Class X Special Preference shares, 17,174,000 Class Y Special 
Preference shares and 26,880,000 Class Z Special Preference shares. 


I? 


Common Shares 


Holders of common shares of the Company are entitled to one vote for each share held of record on all matters 
voted on by shareholders. Subject to the rights of holders of the Special Preference shares, they are equally entitled to 
receive such dividends as may be declared on the common shares by the directors. On liquidation, dissolution or 
winding-up of the Company they are equally entitled to receive the property of the Company remaining after 
payment of all outstanding debts and payment of the paid-up capital of and accumulated dividends on the Special 
Preference shares. Holders of common shares have no pre-emptive, redemption or conversion rights. Class B 
Common shares and Class C Common shares are exchangeable for Common Shares on a one for one basis at any 
time. Class D Common shares may be so exchanged at any time after the Common Shares first become qualified for 
trading on a recognized Canadian stock exchange. 

Under various agreements with the holders of a total of 156,800 Common Shares, 40,000 Class C Common 
shares and 918,992 Class D Common shares the Company may be required, and in certain circumstances has the 
right, to reacquire such shares at prices calculated by reference to consolidated book value with prescribed 
adjustments. As at February 28, 1986 these prices ranged from $8.84 to $10.56 per share. These commitments 
terminate when the Common Shares are qualified for trading on a recognized Canadian stock exchange. 

Before the annual general meeting of the Company held on April 4, 1986 the Common Shares were designated 
as Class A Common shares. 


Special Preference Shares 


Dividends and Redemption 


The Class X, Class Y and Class Z Special Preference shares, which are all held by Enso Canada, carry 
cumulative dividends at the rate of $0.08 per share per year amounting to $5,451,175 per year on the basis of the 
shares currently outstanding and are redeemable at $1.00 per share plus all accumulated dividends. 

The 24,085,691 outstanding Class X Special Preference shares must be redeemed and dividends accumulated 
thereon paid as to 12,042,846 shares for $14,210,558 on December 31, 1986, and as to the remaining 12,042,845 
shares for $15,173,986 on December 31, 1987. 

The dividends totalling $4,465,240 that will accumulate to December 31, 1987 on the 17,174,000 outstanding 
Class Y Special Preference shares are payable in three equal annual instalments on December 31 in 1988, 1989 and 
1990. Dividends that accumulate on these shares thereafter are to be paid, and the shares are to be redeemed, by a 
combined annual payment of $2,172,885 on December 31 in 1988 to 2000. 

The dividends totalling $6,988,800 that will accumulate to December 31, 1987 on the 26,880,000 outstanding 
Class Z Special Preference shares are payable in three equal annual instalments on December 31 in 1988, 1989 and 
1990. Dividends that accumulate on these shares thereafter are to be paid, and the shares are to be redeemed, at a 
combined rate calculated by reference to cash flow generated in the operations of Eurocan. Any shares remaining 
outstanding are to be redeemed and all accumulated dividends are to be paid on December 31, 2006. 

If a failure by the Company to redeem or pay dividends on Special Preference shares of any class is not remedied 
within due time after notice of default, the Company will become obligated to redeem all shares of that class. 

The Company expects to fund these redemptions and dividends out of cash flow. 

On liquidation, dissolution or winding-up of the Company holders of Special Preference shares are entitled to 
receive the paid-up capital of and accumulated dividends on such shares in priority to any distribution on common 
shares. 

Voting 


The holders of Special Preference shares are entitled at a general meeting of the Company to cast votes totalling 
about 18.2% of the votes eligible to be cast by all other shareholders, and the number of votes per Special Preference 
share will therefore vary depending on the numbers of Special Preference shares and common shares outstanding. 
However, under the terms of an agreement between the holder of the Special Preference shares and the Company 
these voting rights are to be exercised as directed by the Company’s board of directors, except as to matters affecting 
the rights and restrictions attached to such shares and on the approval of any amalgamation. The voting rights will 
terminate when the total redemption price of the outstanding Special Preference shares ceases to be more than 
one-ninth of the total value of all other outstanding shares in the Company. Based on the price of the Common Shares 
offered hereby, the total redemption price of the outstanding Special Preference shares will be 29.3% of the total 
value of all outstanding common shares after giving effect to this offering. 


Redemption for Notes 


If on December 31, 1987 or any subsequent redemption date the Company elects to redeem all the outstanding 
Class Y or Class Z Special Preference shares, it may also elect that, instead of paying cash for the portion of the 
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redemption price that represents the paid-up capital of shares of that class not otherwise due for redemption, it will 
deliver to the holder a promissory note for that amount (a ‘‘Redemption Note’’) bearing interest at the prime rate 
prevailing from time to time or 16% per year, whichever is lesser, payable on the same terms as were applicable to the 
redemption of such shares. 


Mandatory Redemption 

The Company is required to redeem all outstanding Class X Special Preference shares and Class Y Special 
Preference shares or repay all its outstanding Redemption Notes if there is a significant reduction in the percentage of 
its common shares held by members of the Ketcham family, their estates, family trusts and corporations. This will 
apply only if the reduction is caused by the issue or sale of shares by the Company or a corporation directly or 
indirectly controlled by the Company, or by a transfer of shares participated in by members of the Ketcham family 
holding 90% of the common shares held by the Ketcham family. The reduction in holdings must be below 50% while 
the Company’s common shares are not listed on a stock exchange or below 35% while they are so listed. The total 
percentage of the Company’s common shares held immediately after this offering by the Ketcham family, their 
estates, family trusts and corporations will be 75.5%. 

The Company must also redeem all outstanding Class X, Class Y and Class Z Special Preference shares or repay 
all its outstanding Redemption Notes if West Fraser disposes of its interest in Eurocan. Redemption of the Class Z 
Special Preference shares or repayment of outstanding Redemption Notes in respect thereof would be either by 
payment of the present value of the cash flow they can reasonably be anticipated to generate or, if the time is before 
2001, by delivery of a promissory note in the like amount payable in equal semi-annual instalments plus interest until 
December 31, 2000. 


Restrictions 

The Company is prohibited from paying dividends on its common shares if any dividend on or scheduled 
redemption of any Special Preference share is in arrears or if there is a default in certain other commitments relating 
to such shares. 

While any Special Preference share is outstanding West Fraser may not acquire any common shares whereby the 
number of common shares outstanding is reduced below 9,599,896 except in certain circumstances related to 
funding of death taxes or duties for certain members of the Ketcham family. 

While any Special Preference share or Redemption Note is outstanding West Fraser is prohibited from charging 
any of its interest in the assets used in Eurocan except in conjunction with a like security granted by or as agreed by 
Enso Canada. 

The Company and its three principal shareholders have declared to Enso-Gutzeit their intention that on any 
issue by the Company or disposition by any of the three principal shareholders of common shares, excluding among 
others issues or dispositions by way of distribution to the public, they will advise Enso-Gutzeit and will consider any 
offer Enso-Gutzeit may wish to make to acquire all or any such shares. 


DILUTION 

After giving effect to this offering, the dilution per common share as at December 31, 1985 is as follows: 
a Une gp cc memati Sis on Mette ee cern a ins eau eg $20.50 
Nemiansible book valuc, before this Offering 6... cs . wre oes <i ys Re $8.99 
Increase in net tangible book value attributable to this offering ........... $1.60 
Neucanoible book value alter this OLfetIMe ou. soc ens or shai & cays aan $10.59 
Po lero nmtOme UI SCHIDOLS- 6 kasi a : class 4 a arene NS a eadainte 120, 5.00 o, 8 orl es eee A $ 9.9] 
Percentage of dilution in relation to the offering price .................. 48.3% 


INVESTMENT CANADA ACT 


As the Company was a non-eligible person for the purposes of the Foreign Investment Review Act, West Fraser 
was required to give undertakings to the Minister of Industry, Trade and Commerce in connection with certain 
acquisitions. Under the Investment Canada Act it may be required to submit for review any further establishment of a 
new business that falls within a prescribed category of businesses, or an acquisition of a business, depending on the 
size of the acquisition or whether the business to be acquired is related to its existing business, and to give further 
undertakings in order for the investment to be allowed. West Fraser believes it is in substantial compliance with all its 
outstanding undertakings other than an undertaking to increase the ownership of its shares by Canadians, which iS 
expected to be satisfied by this offering. In the opinion of management these undertakings are sufficiently consistent 
with the objectives of West Fraser as not to impose any material burden. 
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PLAN OF DISTRIBUTION 


Under an agreement dated April 22, 1986, between the Company and Pemberton Houston Willoughby 
Incorporated and Wood Gundy Inc. (the ‘‘Underwriters’’), the Company has agreed to sell and the Underwriters 
have severally agreed to purchase, subject to the terms and conditions stated therein, on May 7, 1986, or on such 
other date not later than June 2, 1986, as the Company and the Underwriters agree, all but not part of the Common 
Shares offered by this prospectus at a price of $20.50 per share, payable to the Company against delivery of the 
Common Shares. The agreement provides for the payment to the Underwriters of a fee of $2,255,000 payable out of 
the general corporate funds of the Company for various services relating to the issue and sale of the Common Shares. 

The obligations of the Underwriters under the agreement to take up and pay for the Common Shares are several 
but not joint, and may be terminated at their discretion on the basis of their assessment of the state of the financial 
markets and may also be terminated upon the occurrence of certain stated events. The Underwriters are, however, 
obligated to take up and pay for all the Common Shares if any are purchased under the agreement. The Underwriters’ 
obligations are conditional upon completion of the redesignation of the Class A Common shares described under 
‘*Common Shares’’. 

In connection with this offering, the Underwriters may over-allot or effect transactions that stabilize or 
maintain the market price of the Common Shares at levels above those that might otherwise prevail in the open 
market. Such transactions, if commenced, may be discontinued at any time. 


DIVIDEND RECORD 
The following table shows the dividends paid by the Company in respect of the periods indicated. 


Year ended Eight months ended 
December 31 December 31 Year ended April 30 
1985 1984 18419831982 
(per share) 
Ailcommon shares sarees ae oe $0.3125 ae $0531 258 390.3125 0 s0 


(1) See Consolidated Statement of Earnings and Retained Earnings. 


(2) Dividends have been paid on the common shares in each of the last five calendar years. 
The Company paid a dividend of $0.3125 per common share to shareholders of record on March 26, 1986. 
DIRECTORS AND OFFICERS 


Directors and Officers 


The names and municipalities of residence of the directors of the Company, and their principal occupations 
during the past five years, are as follows: 


Name and municipality of residence Principal occupation 


Henry Holman Ketcham, Jr. Chairman of the Board 


Seattle, Washington 


Henry Holman Ketcham, III" 
Vancouver, B.C. 


William Peters Ketcham"? 
Seattle, Washington 


Janet Wright Ketcham'”’ 
Vancouver, B.C. 

Harold Douglas Floyd 
Quesnel, B.C. 


Conrad Calvert Knudsen*”? 
Seattle, Washington 


Charles Robert Tittemore'!? 
Calgary, Alberta 


(1) Member of the Audit Committee 


of the Company 


President and Chief 

Executive Officer of the Company 

President of Henry H. 

Ketcham Lumber Co. Inc. 

(lumber brokerage) 

Trustee of Estate of 

Samuel K. Ketcham 

Executive Vice-President and Chief Operating Officer 
of the Company 

Vice Chairman and Chairman, 

Executive Committee, MacMillan Bloedel Ltd. 
(forest products) 

Retired, formerly Executive 

Vice-President, Abitibi-Price Inc. 
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The names and municipalities of residence of the officers of the Company and the offices held by them, and 
their principal occupations during the past five years, are as follows: 


Name and municipality of residence Principal occupation 

Peniy. rolinan K Ctchaln, itemek 7 ates: se een ee Chairman of the Board 

Seattle, Washington 

Meneyerounanekctenam lly scs, oy wie eee President and Chief Executive Officer 
Vancouver, B.C. 

HaroldsDouslaseMloyd (esa). An te Sh re ee Executive Vice-President and Chief 
Quesnel, B.C. Operating Officer 
RussclislobncGlimtoneret ons. tea os evs eee Vice-President, Woodlands 

Quesnel, B.C. 

aneleesiie CiriLNeh peri ect cone ea tae ee kee Vice-President, Building Supplies 
Coquitlam, B.C. 

Crordonk Meroves awe vk. abet Seis. u tee pant ae, Ske Vice-President, Sales 

Quesnel, B.C. 

Donaldeivisron shumkaverge frets Se Aes ce nee Vice-President, Finance and Assistant Secretary 
Vancouver, B.C. 

Ghinistoprerm rails Daniels a. i:5 01. Secteae ae re Secretary of the Company 

Vancouver, B.C. Partner, Lawrence & Shaw 


(Barristers and Solicitors) 


All of the above persons have held the same or similar positions with the organizations indicated for the last five 
years except for Henry Holman Ketcham, III who before November, 1985 was Vice-President and Executive 
Assistant to the President of the Company and Conrad Calvert Knudsen who before October, 1983, was Chairman and 
Chief Executive Officer of MacMillan Bloedel Ltd. 


Executive Compensation 


The Company has seven executive officers whose aggregate cash compensation during the year ended 
December 31, 1985 was $982,200. Each director who is not an officer of the Company is paid directors’ fees of 
$12,000 per year. 


Indebtedness of Directors and Officers 


The following table sets forth the names of the directors and senior officers of the Company who are indebted to 
the Company and its subsidiaries, the largest amount of this indebtedness at any time since March 1, 1985 and the 
amount outstanding: 


Director or senior officer Largest aggregate amount Outstanding amount 
and municipality of residence of indebtedness of indebtedness 
Heninvaetotmnane bee tetiamns, tL 927 auemammeny oteney ane eee $ 63,188 $ 45,550 
Vancouver, B.C. 

Patol DOUelas POV oie oj cn cea eae ee De ee 416,525 35 820) 
Quesnel, B.C. 

Russell Jone lint aeeen pas cecvee Suh idee taitinieten a3 140,125 112,100 
Quesnel, B.C. 

CAneleclies Girittneie-wat dads pre re a tea oe or eae ane pene: 59,000 47,200 
Coquitlam, B.C. 

Gordon deroyeshaws pekie oeit en: EE ee ee ee 196,175 156,940 
Quesnel, B.C. 

DOmdelavi VOUS OMI meen ances eens rer wernt ne -cerenaee fare 140,125 112,100 


Vancouver, B.C. 
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Except for $20,000 of the indebtedness of Henry Holman Ketcham, III which is a housing assistance loan 
repayable without interest at the rate of $1,000 per month, and $123,000 of the indebtedness of Harold Douglas Floyd 
which is a housing assistance loan repayable on demand with interest at the prime lending rate of a Canadian 
chartered bank, the above loans were made to assist the senior officers in the purchase of shares of the Company and 
are repayable without interest in four equal instalments on January 15 in 1987 to 1990. 


EMPLOYEE STOCK OPTION PLAN 


The Company has adopted an employee stock option plan under which a total of 130,000 Common Shares may 
be acquired at prices not less than 90% of the price prevailing at the grant of the option. Options will expire after five 
years or on earlier termination of employment by West Fraser, and are exercisable for 20% of the shares under option 
per year, on a cumulative basis. No options have been granted or will be granted before the completion of this issue. 


PRINCIPAL HOLDERS OF VOTING SHARES 


The following table sets forth the name and municipality of residence of each person or company who owns 
beneficially, directly or indirectly, more than 10% of the common shares presently outstanding (excluding those held 
by a subsidiary) together with the number of common shares so owned by each and the percentage of the outstanding 
common shares so owned by each at the date of this prospectus and after giving effect to this issue. 


Percentage of 


Percentage of common shares owned 
Number of common shares owned after giving effect 

Name and municipality of residence common shares owned at the date hereof to this issue 
Henry He Ketcham "i> se re eee 3,301,228 30.7% 25.8% 
Seattle, Washington . 
William P’ Ketcham «2. 4.72 eee 2,312,928 21.5% 18.1% 
Seattle, Washington 
Trustees of the Estate of 

SamuelbKy Ketcham "ae an eee eee 3,389,948 31.5% 26.5% 


(1) These shares are owned of record by Ketcham Investments Inc., a company controlled by Henry H. Ketcham, Jr. 
(2) These shares are owned of record by Tysa Investments Inc., a company controlled by William P. Ketcham. 


(3) These shares are held in five separate trusts for the benefit of the widow and children of Samuel K. Ketcham. 


As at March 19, 1986 the directors and officers of the Company, as a group, beneficially owned, directly or 
indirectly, 57% of the common shares of the Company and after giving effect to this issue will own 48% of the 
outstanding common shares. 

As at April 22, 1986 Enso Canada, a wholly-owned subsidiary of Enso-Gutzeit, owned all the 68,139,691 
outstanding Class X, Class Y and Class Z Special Preference shares. After giving effect to this offering, these shares 
will carry a total of 2,321,916 votes exercisable at general meetings. See ‘‘Special Preference Shares — Voting’’. 


ESCROW AND POOLING ARRANGEMENTS 


Under an agreement (the ‘Escrow Agreement’’) dated April 22, 1986 between the Company, The Canada Trust 
Company (the “‘Escrow Agent’’) and Ketcham Investments Inc., Tysa Investments Inc. and the Trustees of the 
Estate of Samuel K. Ketcham (the ‘‘Escrowed Shareholders’’), the Escrowed Shareholders deposited 5,079,865 
common shares, representing 47.2% of the common shares then outstanding, in escrow with the Escrow Agent. The 
escrowed shares will be released as to 10% nine months after a receipt for this prospectus is issued by the Ontario 
Securities Commission (the “‘Release Date’’) and as to 45% on each of the first and second anniversaries of the 
Release Date. Common shares deposited under the Escrow Agreement may not be sold, pledged, hypothecated, 
assigned or transferred within escrow except with the consent of the Directors of the Ontario and Quebec securities 
commissions. 

An aggregate of 5,767,031 common shares will be subject to a pooling agreement dated April 22, 1986 among 
the beneficial owners or controllers of these shares, the Company, The Canada Trust Company and the Underwriters. 
Pursuant to this agreement these shares may not be sold or transferred from the date of completion of this offering 
until 90 days after the listing of the Common Shares on a specified stock exchange. 
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LEGAL MATTERS 


Certain legal matters relating to this offering of Common Shares will be passed upon at the date of closing by 
Lawrence & Shaw, Vancouver, on behalf of the Company, and by Ladner Downs, Vancouver, on behalf of the 
Underwriters. At March 19, 1986 C. Paul Daniels, secretary of the Company and a partner of Lawrence & Shaw, 
beneficially owned, directly or indirectly, 44,000 common shares. 


LEGAL PROCEEDINGS 


An action is pending by a subcontractor against a subsidiary in which the subcontractor alleges that under an 
oral collateral contract the subsidiary is liable to the subcontractor for amounts that a contractor of the subsidiary 
failed to pay to the subcontractor. The claim is for approximately $525,000 plus interest, and the trial is set for 
hearing in March, 1987. 

The provincial government has sued a logging contractor and Eurocan to recover $750,000 in fire-fighting costs 
in respect of a Timber Sale Licence held by Eurocan from which logs are provided to the Houston sawmill. West 
Fraser’s management believes that any liability will be fully covered by insurance. Settlement is being discussed. 

A former log supplier has sued his business associate and a number of sawmills in Quesnel, including West 
Fraser, to recover damages for alleged breach of a contract to purchase logs. The claim is estimated to be from 
$300,000 to $400,000 and has been set for trial in February, 1987. 


MATERIAL CONTRACTS 


Particulars of material contracts entered into by the Company and its subsidiaries during the two years 
preceding the date hereof, other than contracts entered into in the ordinary course of business, are as follows: 


(i) the Underwriting Agreement dated April 22, 1986, described under ‘*Plan of Distribution’’; 
(11) the escrow agreement dated April 22, 1986, described under ‘‘Escrow and Pooling Arrangements; 
(ii1) the pooling agreement dated April 22, 1986, described under ‘‘Escrow and Pooling Arrangements; and 


(iv) the master agreement made September 28, 1984 among Enso-Gutzeit, Eurocan Investments Ltd., Enso 
Canada, Eurocan Timber Ltd., the Company and West Fraser Mills Ltd. and certain related agreements 
pertaining to the Eurocan reorganization described under ‘‘Eurocan Joint Venture’’. 

Copies of these agreements may be examined at the head office of the Company during ordinary business hours 

while the Common Shares are in the course of distribution to the public and for a period of 30 days thereafter. 


AUDITORS, REGISTRAR AND TRANSFER AGENT 


The auditors of the Company are Coopers & Lybrand, 1111 West Hastings Street, Vancouver, British Columbia. 
The Canada Trust Company at its principal offices in Vancouver, Calgary, Regina, Winnipeg, Toronto, Montreal 
and Halifax is the registrar and transfer agent for the Common Shares. 


PURCHASER’S STATUTORY RIGHTS 


Securities legislation in certain of the provinces provides purchasers with the right to withdraw from an 
agreement to purchase securities within two business days after receipt or deemed receipt of a prospectus and any 
amendment. In several provinces securities legislation further provides a purchaser with remedies for rescission or, 
in some jurisdictions, damages where the prospectus or any amendment contains a misrepresentation or is not 
delivered to the purchaser, but such remedies must be exercised by the purchaser within the time limit prescribed by 
the securities legislation of his province. The purchaser should refer to any applicable provisions of the securities 
legislation of his province for the particulars of these rights or consult with a legal advisor. 
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Auditors’ Report 


To the Directors of West Fraser Timber Co. Ltd. 


We have examined the consolidated balance sheets of West Fraser Timber Co. Ltd. as at December 31, 1985 and 
December 31, 1984 and the consolidated statements of earnings and retained earnings and changes in financial 
position for the three years ended April 30, 1984, the eight-month period ended December 31, 1984 and the year 
ended December 31, 1985. Our examinations were made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the company as at 
December 31, 1985 and December 31, 1984 and the results of its operations and the changes in its financial position 
for the three years ended April 30, 1984, the eight-month period ended December 31, 1984 and the year ended 
December 31, 1985 in accordance with generally accepted accounting principles applied, except for the change in the 
method of accounting for investment tax credits referred to in note | to the consolidated financial statements, on a 
consistent basis. 


Vancouver, B.C. Coopers & Lybrand 
February 28, 1986 Chartered Accountants 
except for note 10 which 

is dated April 22, 1986 


WEST FRASER TIMBER CO. LTD. 


Consolidated Statement of Earnings and Retained Earnings 


(thousands of dollars, except per share amounts) 


Year Eight months 
ended ended 
December 31 December 31 Year ended April 30 
1985 1984 1984 1983 1982 
INGLE ES cca a We 8 os id rae Ra Oe Pee $333,913 $163,206 $195,286 $160,759 $138,235 
Costs and expenses 
(COMMS Wi PGES GONG! . ns oobesebes anh semeednananvead 261,021 129,204 147,670 IS2roo2 119,025 
Wepreciationrandyamontizaronueret ae... nee. fee eeae ae 24,522 11,607 Oeil 8,780 7,574 
Selling sseeneraluandvadministratlve sss. ..y24\c eee oe 13,154 10,265 Pel 9,963 10,018 
298,697 151,076 169,412 151,135 136,617 
Operatingaincomeg «serv satieae aac cs sk ase ae 35,216 12,130 25,874 9,624 1.618 
Interest expense 
on eetenmmden tare e een ear sersher aersra cicea cle Ace ern (10,293) (2,167) (2,637) (823) (665) 
QRS o.xo eae o NOGA CE Ord oo eee een ee oe (5,302) (5,200) (2,524) (4,167) (149) 
(Chenin come meer res cr yA me i Gls asa fone eas 1,134 1,657 1,068 146 1,105 
Earnings before income taxes .......................... 20,755 6,420 21,781 4,780 1,909 
Income tax expense (recovery) 
(COURSE ce Sid och ce ae See ae ce 29 (275) (337) (143) (1,911) 
IBYS RSE Go ary 8 & oa SOOO AOS Rene ner aee ee oe eee eae 9,068 2,608 6,036 1,105 973 
9,097 2333 5,699 962 (938) 
Earnings before the following: ......................... 11,658 4,087 16,082 3,818 2,847 
Sharexotinet lossrofs Burocanerr anne aes en — — 4,213 23,889 2,202 
Earnings (loss) before extraordinary items .............. 11,658 4,087 11,869 (20,071) 645 
ExtraOrgimarveitems) (MOtemll)) ee sree cies an eee a -— 12,520 2,538 — 10,752 
ING ear ningsi(lOSS) eerieia tarred fetes ore. hetsuete eae aus are $ 11,658 $ 16,607 $ 14,407 $ (20,071) Sues oF 
Net earnings (loss) per common share (1) 
(after provision for dividends on Special Preference shares) 
Beforerex tra Ordimanvaltemlss eeeyrnis tee cleared peters st tiecar $ 0.49 Se OFZ HEI) Dee cil) $ 0.06 
NiGrOCUro aici isi - 45 auecwaneenesoiavooseeascad aes $ 0.49 Sie leos Saerie33 pee leo) We ellOi 
Retained earnings — beginning of period ............... $ 92,750 $ 76,348 $ 65,314 $ 90,263 $ 87,436 
Net earnings (loss) for the period ...................... 11,658 16,607 14,407 (20,071) 11,397 
104,408 927995) 79,721 70,192 98 833 
Dividends 
(COMIC ou pOAe we eae Ge ae Oe OES oa See Statements 382) — Bro 3,461 8.454 
GaQoMliecnsnee ccasaceohonn dos oeameb sensocchucdcduT 1,104 201 = = ae 
Excess of consideration paid over stated 
value of shares redeemed (note 8) ........-........-5- 18 4 = 1.515 a 
Payment (recovery) of refundable 
INCOME TAX CS Meier e ee er are Sess ra haces stalin: — — _ (98) 116 
4,494 205 3,373 4,878 8,570 
Retained earnings — end of period ..................... $ 99,914 $ 92,750 $ 76,348 $ 65,314 $ 90,263 
Certain April 30, 1982 through December 31, 1984 amounts have been reclassified to conform with the presentation in December 31, 1985. 


(1) Per share data has been adjusted to reflect the share subdivision on December 27, 1985. 


ra) 


WEST FRASER TIMBER CO. LTD. 


Consolidated Statement of Changes in Financial Position 
(thousands of dollars) 


Year 
ended 


December 31 


1985 


Cash provided from (used for) 
Operating activities 
Earnings (loss) before extraordinary items ............... $11,658 
Add (deduct); Non-cash items 
Share of net loss of Eurocan 


Depreciationrandvamortizattoniiae ecient er 24,522 
Deferred income taxes, So aeae feud ae ee isel dels 9,068 
Othetin at. road ocuses Sa Gees deck ols vce ele ce een 258 
45,506 
Net decrease (increase) in accounts receivable, 
inventories, prepaid expenses and other, and 
accounts payable and accrued liabilities ................. 2,560 
48,066 
Financing activities 
Repaymentiol long-term debt yeeis ea ee eee (7e329)) 
Redemptioniof special Preference shares 22.55... sacar: (11,039) 
Sharesivedeemed:andimepurchased eee eee ee eee ee (112) 
Dividends: —= Common’ tas. aeons ee ieee re ee ee (i372) 
Specialibicterenceeer ss. tease ee eee (1,104) 
CO) NS ae merc eer Me ie oe ISRO Cac ear cain mete crc te crmentlcr cua (237) 
Wong-termt debitte werecites chap atic Sere ca etl rae) ue eee eee — 
Isstieh of CommoneShareSee en arr er terete tree em et — 
IssherofSpecialabreferencersharesi ra. eer reey eae cree ene — 
(S793) 
Investing activities 
InVestmentsinUrOGalitererac scan era ates eerie nen eee — 
Add-bankwindebtecnessaSStimedieie eet eine eae a 
Purchasevand) constuction of fixed assets sae. eee ana eeer (8,243) 
Proceeds from disposal of fixed assets, 

DNS EIGl ONS ETDS 4 gaconbabesongcotouncenthe 908 
InvestmentSae arena wer teregrhicd ci noel tc Cree caer — 
Reduction of deferred income taxes 

Onidisposition Of asselse yee aa eta ee aetna — 
Othenassetom nace opss rece ies tee einen rer renee ae (1,053) 

(8,388) 
Inerease(decrease)nnicash sear wee cee a eee 6,485 
Opening bank indebtedness ........................... 55,084 
Closing bank indebtedness .........................-.. $48,599 


Eight months 
ended 


December 31 


1984 


$ 4,087 


11,607 
2,608 
15 


18,317 


(7,256) 
11,061 


(60,827) 
(10,036) 
(123) 


(201) 


74,892 
67 
89,215 


92,987 


(93,670) 
(18,238) 
(9,186) 


185 


1,189 
(119,720) 


(15,672) 
39,412 


$55,084 


Year ended April 30 
1984 1983 1982 


$11,869 $ (20,071) $ 645 


4,213 23,889 2,202 
10,531 8,780 7,574 
6,104 1,105 973 
80 166 (354) 
325797 13,869 11,040 
(4,321) (278) 9,456 
28,476 ilsiyee 20,496 
(1,681) (2,151) (229) 
(3,429) (1,925) = 
(3,373) (3,461) (8,454) 
439 854 — 
17,294 1,055 7835) 
1,343 — 457 
10,593 (5,628) (7,987) 
(3,050) (4,995) (22,260) 


(32,127) (13,071) (GIS 7/238)) 


766 1,294 24,641 

— — 10,753 
— — (2,267) 
(279) (1,707) (1,190) 
(34,690) (18,479) (6,056) 
4,379 (10,516) 6,453 
43,791 385215) 39,728 


$39,412 $43,791 $33,275 


Certain April 30, 1982 through December 31, 1984 amounts have been reclassified to conform with the presentation in December 31, 1985. 
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Current assets 


Investments and other assets (note 4) 
Fixed assets (note 5) ........... 


Current liabilities 


Bank indebtedness (note 6) ...... 


WEST FRASER TIMBER CO. LTD. 


Consolidated Balance Sheet 
(thousands of dollars) 


ASSETS 


AETOUNS PVA Bite LASHES, ag anomegonn Sonos GoucsouandagocgomoonsngnDEE DS USEeoOOUeS o50nC 


Current portion of long-term debt 


Long-term debt (note 7) ....... 
Deferred income taxes ......... 


Capital stock (notes 8 and 10) ... 
Retained earnings ............ 


Approved by the Directors 


(Signed) Henry Ketcham, Director 


(Signed) H.D. Floyd, Director 


Ph 


December 31 


1985 


$ 41,962 
50,372 


6,246 


98,580 


8,315 


265,813 
$372,708 


Ff 


48,599 
26,984 


7,481 


83,064 


91,689 
PP oile} 


200,068 


72,726 


99,914 


172,640 


$372,708 


1984 


$ 37,650 
50,113 


7,334 


95,097 


geo7S 


282,546 


$ 55,084 
20,941 


6,005 


82.030 


110,494 
16,485 


209,009 


83,859 
CP) FRY) 


176,609 


WEST FRASER TIMBER CO. LTD. 


Notes to Consolidated Financial Statements 


Significant Accounting Policies 
Principles of consolidation 


The consolidated financial statements include the accounts of the company together with its wholly-owned subsidiaries (note 13). All 
acquisitions have been accounted for by the purchase method. 


Investments in Eurocan Pulp & Paper Company (‘‘Eurocan’’) and Quesnel River Pulp Company (*‘Q.R.P.’”) joint ventures are accounted 
for by the proportionate consolidation method. 


Foreign currency translation 


Monetary assets and liabilities, including long-term debt, in foreign currencies are translated into Canadian dollars at the exchange rates 
prevailing at the end of the period. Other assets and liabilities and income and expense items are translated at the exchange rates in effect at 
the transaction dates. Resulting exchange gains or losses are included in earnings except for the unrealized loss on long-term debt, which 1s 
deferred and amortized over the term of the debt. 


Inventories 


Inventories of processing materials and supplies and raw materials are valued at the lower of average cost and replacement cost. Inventories 
of manufactured products are valued at the lower of average cost and net realizable value. 


Fixed assets 


Property, plant and equipment are stated at cost, which for major expansion projects includes interest during pre-production periods. 
Expenditures for additions, improvements and renewals are capitalized. Expenditures for maintenance and repairs are charged to earnings. 
Upon retirement, disposal or destruction of assets, the cost and related depreciation or amortization are removed from the accounts and any 
gain or loss is included in earnings. 

Depreciation and amortization 


Depreciation is provided on a straight-line basis, at rates varying from 3% to 33% per annum, that will reduce the original cost of fixed 
assets to estimated residual values over their useful lives. Depreciation on assets under construction commences when facilities are 
operational. Road costs and timber holdings are amortized on the basis of timber removed from each area. Deferred pre-production and 
start-up costs are amortized on a unit-of-production basis. 


Income taxes 


The company accounts for income taxes on the tax allocation basis. Taxes deferred by claiming amounts for tax purposes that are different 
from those recorded in the accounts (principally depreciation) are charged against current operations and are shown on the balance sheet as 
deferred income taxes. 


Effective January 1, 1985, investment tax credits are accounted for using the cost reduction method. Previously, investment tax credits 
were accounted for using the flow-through method. This change, which has been applied prospectively, has resulted in an increase in 
deferred income tax expense and a decrease in net earnings for the year ended December 31, 1985 of $297,000 ($0.03 per common share). 


Pension plans 


Pension costs for current services are funded and charged to operations each year. Past service liabilities resulting from changes to pension 
benefits or periodic actuarial valuations are funded and amortized to earnings over periods of up to fourteen years. 


Earnings per share 
Earnings per share has been calculated on the weighted average number of common shares outstanding during the period after deducting 
the common shares owned by a subsidiary and after giving retroactive effect to the four-for-one subdivision of all classes of common shares 


(note 8). Income figures used in the calculation are the reported amounts reduced by unpaid accumulated dividends on the Special 
Preference shares. 


Investments in Joint Ventures 


The company’s proportionate share of assets and liabilities of its unincorporated joint ventures, Eurocan and Q.R.P., is as follows: 


1985 1984 

(O00's) (O00's) 
CUITEMECASSE TS ata veins deg aire, sce dey Devt ele oe AIM a cero ED WROTE Re 1 TE CR te aa Saa2. 24 $ 49,841 
Investments; and. Otmecvassetsie erry eee ieee eee ee Roe earn 2,405 2,051 
FIKCCM ASSETS Beets A 58 Amaranth sre atk OR ETT ce St ae ae ee ne ae 214,343 227,486 
268 989 279,378 
Gurrenty lta bili tes Aer G30 thc, e ace cyte eee a oe Pee age oe fe Cele a ee DE 36,916 38,814 
ong=termrdeb tigre sivas os. oasis Re Laeheattrs es ra eee ve tea EE ae aCe ee Te P| Mee) 25,790 
CCH er er Se eee lie Soetes oot na AT i ce a Se 860 965 
58,934 65,569 
Neti IVS trem ty 14: ans caapsec ach teeitare arte aU SRN ecient $210,055 $213,809 


Investments in Joint Ventures (continued) 
The revenue and earnings that the company derived from its unincorporated joint ventures are as follows: 


Eight 
Year ended months ended 
December 31 December 31 


1985 1984 

(000’s) (O00’s) 
ING ORS ales iam, ane pee te ses secg re MR Ears ka Prin eh Teton creme re a eos hoary Vo $157,564 $ 61,652 
Barnings) DetorenmcOme LAxeS Men re One coc. vis ies ak ace ea, ice RRO Ee eee wee $ 6,789 $ 2,463 


The company’s share of certain liabilities of joint ventures is secured by pledges of related assets. The company is contingently liable for 
other joint venturers’ obligations of $27,814,000 at December 31, 1985. In addition, the company and another joint venturer each have 


pledged their share of certain inventories and accounts receivable as security both for their own and for the other’s operating line of credit 
for the joint venture. 


The company has business transactions with other joint venture participants. All transactions, which include $6.1 million in product sales, 
$8.5 million in raw material purchases and $883,000 in sales and management services, are at competitive market prices and on normal 
business terms. 


Inventories 
1985 1984 
(000's) (000’s) 
Oo SAN MEWOOCECIIDS weer ayare sas cusksy caciePepcosrere) aco ab eee ae) Alogi cde Raa hc sy ok ea ene eee $17,178 $19,303 
IPL D chan cetera stern os accra wyate-Ais teachin nnara haps ec conse © spear cco et ee eae OR RMT Te NOR Meee NCE 12,360 11,228 
au pee limenboardsand SACKktT att men yaya walctceny seers acel-cohei er eeete ery Aer. fedene ane eee meee ere Pema E380 7,467 
Belin ORS Up PINES Macken s sacha ue cians pase ou ee eican wire esi cun ae era te oes oes Ramee ey ety kc Peo 6,664 5,162 
PLOCESSINCEIMALShal Svan SUpDIICS teu eA levsck eet a eee ae ete ee ene ete Torr eae ere 6,840 6,953 
UTE $90,015, 
Investments and Other Assets 
1985 1984 
(000's) (000's) 
Road and reforestation costs recoverable from future stumpage charges ...................0.05. $ 6,705 $ 4,979 
Timber, deposits, cutting rights and licences, less accumulated 
Ave NO) AvVAALIKOTO CO): SWATH TO) (IS E = MUNN) Saco apaoeose ne Se bose SoheAe Saban aon ene ods abar 2,868 2,543 
Shareholderssandsyemployees sloanSassnnyace nahin tert rack. Tee een Soe een era ae 2,694 3,261 
Montcagesrandynotes! meCelvable: we op. exec cece outs iekn o2 w eg Meester oy race nea na None eB 622 2,201 
[iV ESUMONES MathG OS UMM ree Cra toeky et yee ciloscessveucia iepene eae reeace ies eee okey wate bea aoe fone th een ESN ee 523 1,112 
Deferred pre-production and start-up costs, less accumulated 
AMOLUZaAtlONTOlmlRss4.000K C984 == SI 884000) etree crss ttre teh el eit hie ae ren 104 101 
Vinal Ton Oxo ven OS hn Mosinee Cae cgassoudeusGovuacs poosousubcooonunube 710 59 
14,226 14,256 
essa GuirenispOnnlon melded ineaccOunts; TeCelV.ab le Mees: Wart e ilen telat et iter te i ett ter (5,911) (6,281) 


Zo 


Fixed Assets 


December 31, 1985 
Pulpmmillsrandcequip men tgemrs ster rn ear tere ated eee ee ae ae 
Sawmills and equipment ae. -eoe- re roe Ss ae setae rear aera onmniel ea 
)Braxer-a here Goel) Akt, Remeron Aci eer ORR eGrns ME 6 Oooh encom mon gaoa 6 AOO.C 
Otherequipment/and) facilities’ Weer yens res ee tere yore Ryan ieee eeeene 
Land 


December 31, 1984 
Pulp mill srandvequipmentsumrrss sci serene ier ir cree erste er tenn ta 
Sawmills sand equipment. 2 a.5 sc .cccusye cus fecale sos le ol dey vec ate veates oe a sreteh seadel aneheuen enorme 
Log ping roads Baer sya cctains sre oy tie ray nee eae Re eRe ee 
Other equipment and facilities 
Land 


Bank Indebtedness 


Long-Term Debt 


Eurocan joint venture 
82% First Mortgage and Collateral Trust Bonds (U.S. $17,550,000), 
repayable semi-annually to December 1, 1991 
Term loan, repayable annually to March 31, 1991 
with average interest at 74% 
Quesnel River Pulp joint venture 
Loans from equipment suppliers, repayable in semi-annual instalments 
with interest at 8% 
Other 
Term bank loan, with interest at bank prime rate or bankers’ acceptance rates 
with no fixed terms of repayment 


Assumption of one-half of term loan obligation of other Eurocan joint venturer 
Other 


Cost 
(000’s) 


$234,274 
122,068 
20,382 
iS )pilis}3) 
Tess] 


$397,464 


$233,338 
117,763 
19,369 
15,304 
5,424 


$391,198 


Accumulated 
depreciation 


(000’s) 


$ 55,282 
60,463 
10,754 

5,152 


$131,651 


$ 45,059 
45,840 
S52 

6,201 


1985 


(000’s) 
$ 2,887 
45,712 


$48,599 


1985 
(000’s) 


$24,526 


675 
1,924 


67,057 
3,288 
1,700 

99,170 
7,481 


$91,689 


Net book 
value 


(000’s) 


$178,992 
61,605 
9,628 
8,001 
exo 


$265,813 


$188,279 
WN 3: 
7,817 
9,103 
5,424 


$282,546 


1984 


(000’s) 
$ 3,011 
S2L073 


$55,084 


1984 


(000’s) 


$ 26,164 


787 
3,378 


80,000 
Slo 
2,978 


116,499 
6,005 


$110,494 


The First Mortgage and Collateral Trust Bonds are secured by a first floating charge and a first fixed charge on certain assets of the Eurocan 
joint venture. The trust deed securing the bonds contains restrictive provisions pertaining to the company and the other joint venturer. 


The company has assumed an obligation of $3,288,000, being one-half of a term loan payable by the other Eurocan joint venturer together 


with interest thereon from August 1, 1984. This term loan is payable semi-annually from February 1, 1987 to August 1, 1989 with interest 
based on a U.S. bank’s prime rate on a principal amount of $2,036,425 (U.S. $1,465,054) (the company’s assumed portion) and the 


balance fixed at 8.875%. 


The terms and conditions of the term bank loan are subject to review annually. None of the principal is repayable in 1986. Accounts 
receivable and inventories except those relating to Eurocan have been pledged as security. 
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7. Long-Term Debt (continued) 


Principal payments, translated at the rate of exchange in effect at December 31, 1985, required in the next five years to meet long-term debt 
instalments are: 


(000’s) 
OS Gomes eat ees patow gy time rt ae 0 een eee $7,481 
1 to ar AE Ee oe RIA MEA tied NER OR TIRE A, eRe Red oi a 6,018 
Ne) tay Se | See, ere ee eee eRe | Ser 4,792 
HD) aR Re ee me SONS Ae il eT ee ee eB aie. | eee 4,792 
LOL Oa Ane His ee eI i eae Iie. aati Ahern ae Ata aM cae as 3,634 
8. Capital Stock 
Authorized — 
Common shares without par value 
50,000,000 Class A shares 
20,000,000 Class B shares 
2,000,000 Class C shares 
2,000,000 Class D shares 
Special Preference shares, $1 par value 
60,000,000 Class X shares 
20,000,000 Class Y shares 
30,000,000 Class Z shares 
Issued and fully paid — 
1985 1984 
No. of shares (O00’s) No. of shares (O00’s) 
Common shares 
GIASSPARSATCS teeta tree cine nen act tas ape one AL aon A eee ee 3,805,548 $271 3,805,548 DAA 
{CIES 183: IDEN TES, oe st a ert er mie | deren rn eae. Rune iM i NRe 6,457,148 647 6,457,148 647 
(GlaSSEGESITATCS Mt ne Sep nse cacircestd ene Sens Menthe aT eter 54,000 270 54,000 270 
GlasseDachareSmee pee ie cents Ta cee he ame hare ear 920,192 6,848 929,792 6,921 
11,236,888 8,036 11,246,488 8,109 
Less: Owned by a subsidiary 
@lasswAusharessuatestateduvallicue iy sic -ra ene eter een 2,000 — — — 
@lasseBrshareseat stated svallie: mmrariemn viemienen sehie dcie ecisirerenie 457,200 46 457,200 46 
459,200 7,990 457,200 8,063 
ice Sees TUM A o.com gonodevusddudsobenonet —- 3,404 — 3,383 
10,777,688 4,586 10,789,288 4,680 
Special Preference shares (note 10(b)) 
GASSEXaSATCS MOM ae, Senin i rice esta cnbecarek nceoice eee 24,085,691 24,086 35,124,966 Boao 
(GI ASSRY ES ALE Smee eee ce kc oe raha cen aeniae often renee 17,174,000 ees 17,174,000 17,174 
(MEGS IAG GR eat eee os Ae ny nee ee Se ae ics fee ee 26,880,000 26,880 26,880,000 26,880 
68,139,691 68,140 79,178,966 TEX) 
otalucapitalastOckameenc. ss. caste Vineet de merasPeananmenretete ne ates $72,726 $83,859 


Common Shares 

During the year, the shareholders of the company authorized: 

(a) a 4-for-] subdivision of all classes of the common shares; 

(b) the redesignation of the Class A shares as Class B shares; 

(c) the redesignation of the Class B shares as Class A shares. 

The comparative figures have been reclassified to reflect the redesignation of Class A and Class B shares. 


Before the above authorization, 104,800 Class B shares and 9,500 Class C shares were exchanged for 114,300 Class A shares and the 
company redeemed 2,400 Class D shares for $91,249, of which $18,548 was the excess over the stated value of the shares repurchased. 


Class B and Class C shares may be exchanged for Class A shares at any time. Dividends must be declared and paid in equal amounts per 
share for all classes of shares. 


a) 


Capital Stock (continued) 

The company is obligated to repurchase certain Class A and Class C shares at a price equivalent to the consolidated book value percommon 
share of the company. In addition, the company is obligated to repurchase all Class D shares at a price per share based on a prescribed 
adjusted consolidated book value per common share of the company. These commitments terminate when the Class A shares first become 
qualified for trading on a recognized stock exchange. 

Special Preference Shares 

As at December 31, 1985 and 1984, the Special Preference shares outstanding were issued by a subsidiary company. For reasons Set out in 
note 10(b), these shares are recorded as part of capital stock in these consolidated financial statements. 

During the period the subsidiary company redeemed 11,039,275 (1984 — 10,035,705) Class X Special Preference shares for $11,039,275 
(1984 — $10,035,705). 

The special rights and restrictions attached to the Special Preference shares include, among other things, the following terms: 

(a) Dividends accumulate at $0.08 per share per year. 

(b) The shares are redeemable at $1 per share plus all unpaid dividends accumulated to the date of redemption. 


(c) The company may redeem any class and any amount of Special Preference shares at any time. On or after December 31, 1987 the 
Special Preference shares may be redeemed for promissory notes with interest at the lower of 16% or bank prime rate due and payable 
on the same dates as for the shares redeemed. 


(d) The company is committed to redeem the Special Preference shares over the next five years as follows: 
12,042,846 Class X on or before December 31, 1986 
12,042,845 Class X on or before December 31, 1987 
798,965 Class Y on or before December 31, 1988 
862,882 Class Y on or before December 31, 1989 
931,913 Class Y on or before December 31, 1990 
The balance of Class Y are redeemable annually to December 31, 2000. 
The Class Z have no fixed redemption schedule but are redeemable out of available cash flow, as defined, from the Eurocan joint 
venture. All outstanding Class Z and unpaid accumulated dividends must be redeemed and paid on December 31, 2006. 
(e) Dividends on the Class Y and Class Z that accumulate before 1988 will be in arrears if not paid as to one-third by December 31, 1988, 


one-third by December 31, 1989 and the balance by December 31, 1990. Dividends on the Class Y that accumulate after 1987 are 
payable annually thereafter. Dividends on the Class Z that accumulate after 1987 are payable out of available cash flow, as defined, 
from the Eurocan joint venture. 


As at December 31, 1985 unpaid accumulated Special Preference share dividends amounted to $6,813,969 and no dividends were in 
arrears. 

The payment of dividends on and redemption of Special Preference shares is guaranteed in part by a letter of credit of $14,211,000 from 
a Canadian chartered bank. 


Income Taxes 


The company’s effective tax rate is as follows: 


1985 1984 
% % 

Ganadianniederall imcomiectaxe ea ee wap tar any sopra ce Sore ETE Ree Teese ener ce nee te cr Tea 36.0 36.0 

PrOVINClAlMNCOMEULAXES Sel 3 eee RAS coach MEI Rey eT CET Sen en Ree men hee ee pe eae 16.0 16.0 
Tax incentives: 

MGT EKC UIT AVC FOES. Joc an oon pode Seea son eucos den aaugn bon seuduesaoenogteoneenc (5.6) (5.3) 

NESTED oO LUMENS INN, su soon soos Abdo Maon es euatoe tow sa ueioen on ovale cowke dou oc — (14.0) 

Inventory allowance ............. AERA NUoaMARE eRe TE PANG <acRI Ay GPRNSRS Aaa CoRR OTN Peceaces Ue een Ree nee (2.8) (2.8) 

QUIET TILGHI SS -Paeecrt on eae ave Regt tok cece carota, eters Pe ee es PRs eet nee ee eae 0.2 5.8 

43.8 35 hal 
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10. 


ile 


12. 


U8}, 


Subsequent Events 


(a) Pursuant to an underwriting agreement dated April 22, 1986 the Company has agreed to issue and sell 2,000,000 Common Shares and 
Pemberton Houston Willoughby Incorporated and Wood Gundy Inc. have agreed to purchase 2,000,000 Common Shares at a price of 
$20.50 per share. The net proceeds of the issue to the Company will be approximately $38,470,000 after payment of the underwriting 
fee and estimated issue expenses. 

(b) As at December 31, 1985 and 1984, the Special Preference shares outstanding (note 8) were issued by a subsidiary company. However, 
an agreement made when the shares were issued provides that if the company is proposing to issue shares to the public, the company 
has the right to give notice to the holder of Special Preference shares to exchange its Special Preference shares in the subsidiary for 
identical Special Preference shares of the company together with all accumulated unpaid dividends. The exchange was effected on 
April 22, 1986, and accordingly has been reflected in these consolidated financial statements. 


(c) On April 7, 1986 the Class A Common shares were redesignated as Common Shares. 


Extraordinary Items 


Eight months 


ended 
December 31 Year ended April 30 
1984 1984 1982 
(000’s) (000°s) (000's) 
Realization of one-half of gain on sale of Fraser Lake 
SawinntllFand related! timbernichtsito Burocamtmry sae cee eee $ 8,468 — — 
Tax benefits recognized on Eurocan acquisition and reorganization .............. 4,052 — = 
Income tax reduction arising on losses carried forward 
OMS IDS Laie COMO AN ICS mame Reem gett Meena ere OU Seen a eM Ge rere a $2,538 — 
Company’s share of the gain on disposal of investments, 
ELON, COMORES OE CMS AVOO)! coon Polo b aging oess oboe mee Ba ono aoe — 7 $10,752 
$12,520 $2,538 $10,752 
Commitments 


Operating Leases 
The company is committed to payments under an operating lease for equipment aggregating $8,600,000. 


The company 1s jointly and severally committed with the other joint venturers to payments under certain operating leases for equipment, 
land and office space aggregating $3,850,000. 


The company’s payments required under these leases in each of the next five years 1s: 


(000°s) 
STI OF onsus Stee teen ren ens Serle MEM ae nero odn aw Er OS oe $2,100 
LOS Re es caghitctea.t nus a itn meats ceo Rac eon crea ee ec 1,440 
OS 8 eek ree aete etka tA ooecila 5, aks orga a nce means mere trees 1,366 
[DSN bie Si eet anereea Apres re Baeie era ee aiadratin GN Bren PAE Cui s RR ae 1,256 
OOO Poet age tues cat soerees eH arees «csunbner numhanmete aeseu ean peatiis, Cumnecs ie Teale 


Pension Plan 


The West Fraser Group hourly pension plan has an unfunded liability of approximately $1,125,000 based on an actuarial valuation 
completed as at January 1, 1984. This liability is being funded and charged to earnings over a 15-year period. 


Subsidiary Companies 

The subsidiary companies are: 
West Fraser Mills Ltd. 

West Fraser Properties Ltd. 

West Fraser Air Ltd. 

West Fraser Building Supplies Ltd. 
West Fraser Developments Ltd. 
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CERTIFICATES 
Dated April 22, 1986 
The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered by 
this prospectus as required by Part 7 of the Securities Act (British Columbia, by Part 8 of the Securities Act (Alberta), 
by Part VIII of The Securities Act (Saskatchewan), by Part VII of The Securities Act (Manitoba), by Part XIV of the 
Securities Act (Ontario) and by the respective regulations thereunder, and by Section 13 of the Securities Act (New 


Brunswick). This prospectus, as required by the Securities Act (Quebec) and the regulations thereunder, does not 
contain any misrepresentation likely to affect the value or the market price of the securities to be distributed. 


(Signed) Henry Ketcham (Signed) D.M. Shumka 
President and Chief Executive Officer Vice-President, Finance, and Assistant Secretary 


On behalf of the Board 


(Signed) H.D. Floyd (Signed) William P. Ketcham 
Director Director 


To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain disclosure of 
all material facts relating to the securities offered by this prospectus as required by Part 7 of the Securities Act (British 
Columbia), by Part 8 of the Securities Act (Alberta), by Part VIII of The Securities Act (Saskatchewan), by Part VII 
of The Securities Act (Manitoba), by Part XIV of the Securities Act (Ontario) and by the respective regulations 
thereunder, and by Section 13 of the Securities Act (New Brunswick). To our knowledge, this prospectus, as required 
by the Securities Act (Quebec) and the regulations thereunder, does not contain any misrepresentation likely to affect 
the value or the market price of the securities to be distributed. 


PEMBERTON HOUSTON WILLOUGHBY INCORPORATED WoopD GUNDY INC. 


By: (Signed) James Bruce By: (Signed) K.R. Bruce 


The following includes the names of every person or company having an interest, either directly or indirectly, to 
the extent of not less than 5% in the capital of: 


PEMBERTON HOUSTON WILLOUGHBY INCORPORATED: D.N. Alexander, P.-V. Chernov, R.E.T. Goepel, D.P. Mulvihill, 
M.M. Ryan, G.H. Walker, ER. Wright, J.D. Wurz, W.R. Wyman; 


Woop GunNpby INC.: Wholly-owned by The Wood Gundy Corporation. 
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